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WELFARE REFORM: BUILDING ON SUCCESS

WEDNESDAY, MARCH 12, 2003

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10:05 a.m., in
room 215, Dirksen Senate Office Building, Hon. Charles E. Grass-
ley (chairman of the committee) presiding.

Also present: Senators Hatch, Snowe, Smith, Baucus, Rocke-
feller, Breaux, Jeffords, Bingaman, and Lincoln.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. I want to welcome everybody to this hearing on
“Welfare Reform: Building on Success,” and particularly for our key
witnesses not only from the administration, but our experts from
around the country who have come here to help bring us up to date
on the success of past legislation and on their ideas for fine- tuning
what we have before us.

Of course, the purpose of this hearing is for members of the Fi-
nance Committee to hear testimony on what improvements are
needed in the 1996 Welfare Reform Act, as the committee works
to reauthorize a temporary assistance for needy families.

The 1996 Welfare Reform Act was passed on a bipartisan basis
and is largely acknowledged to be one of the most successful re-
forms of the decade. To emphasize, during that period of time,
there was a Republican Congress, a Democrat President, and work-
ing together in a bipartisan fashion we got such a bipartisan piece
of major reform through.

I think that that accomplishment in Washington is rare for
things as dramatic change in social policy as that was, but it also
speaks that it was truly tested through the legislative process. I
think we agree that the success of it has been very good.

In 1996, we did work together to enact what is known as TANF,
the Temporary Assistance to Needy Families. As you know, this re-
placed the former Aid to Families with Dependent Children pro-
grams.

Through this program, States were given a great deal of flexi-
bility in designing their welfare programs, resulting in a diverse
set of State programs. The entitlement to individuals was replaced
with a block grant, and a time limit for assistance was established.

States were required to increase the percentage of their caseload
and work activities. These changes contributed to a significant
overhaul of our Nation’s welfare system, moving people from the

o))



2

edge of society where people on welfare tend to be, and moving
them into the center of society, because obviously moving up the
economic ladder can only be accomplished if people are in the world
of work.

Despite dire predictions of increased poverty and homelessness
since the implementation of the 1996 Welfare Reform Act, families
have actually moved out of poverty. Families have worked hard to
move into productive roles. The welfare caseload has decreased dra-
matically.

Since the block grant has remained the same, States have had
the ability to use welfare dollars to serve families who may not
have qualified for assistance, but are struggling nonetheless.

I think, as we move to the next phase of welfare reform, we con-
sider how States are serving those families who are not getting as-
sistance, but who remain low-income.

My State of Iowa operates a very successful Diversion program.
As my colleagues know, Diversion actually keeps families from hav-
ing to go on welfare. It is a priority of mine to ensure that States
are able to continue these programs which assist the working poor.

The 1996 reform effort was driven, in large part, by States. At
the time of the enactment of TANF, many States were operating
under waivers from former AFDC programs. States sought experi-
mentation, they sought flexibility under these waivers, so that they
could design innovative and effective welfare programs.

The efforts on behalf of the States to enact meaningful welfare
reform are a critical part of the legislative history behind TANF.
I will be very mindful of the impact of any new reform efforts to
the States.

The States were a crucial stakeholder in the 1996 debate on wel-
fare reform, and they will be again as we consider reauthorization
of TANF. I intend to work closely with States to develop policies
that the States can implement.

I look forward to hearing from our distinguished witnesses today
on what has worked since the 1996 act, and obviously where we
can improve on it for future years.

The President has identified several areas where he believes we
can better assist families make the transition from assistance to
self-sufficiency. I commend the President for his leadership. I, too,
believe that there are some areas associated with the 1996 act
where improvement is warranted.

I would like to have you observe a couple of charts. Everybody
knows that States should be meeting a 45 percent participation
rate. This is shown in the first column.

However, as a result of the caseload reduction credit shown in
the second column, most States actually have to meet an adjusted
work participation rate of zero, and that is shown in the third col-
umn.

Now, I understand that States are not at a zero percent partici-
pation rate because, nationally, States actually average around 34
percent. But, clearly, this is one area where we can do better. If
States know they do not have to meet a higher work participation
rate, there is not a great incentive for States to move individuals
into meaningful activities.



3

The next chart demonstrates that a majority of adults receiving
assistance report zero hours of activity. I believe that the honor
and dignity associated with meaningful work is crucial in moving
families to self-sufficiency.

This being the case, I recognize that for some individuals, moving
from no work activity into part-time activity is a considerable lift.
Currently, a State can only get credit towards its work participa-
tion if a client is engaged in 30 hours of activity.

I think it is important for States to work to move more individ-
uals into increased meaningful activity. I think there is merit to al-
lowing States to give partial credit towards their overall work par-
ticipation rate for individuals moving towards full-time employ-
ment.

As we look to improve the act of 1996, I also believe that we need
to consider whether we have done all we can to fulfill a fourth pur-
pose of the 1996 act, and that was to encourage the formation and
the maintenance of two-parent families.

I believe that we need to do more to promote healthy families,
and that this will have a significant impact on child well-being.
Naturally, these policies must have an emphasis upon forming and
maintaining healthy relationships.

The hearing today will have two panels. The first panel consists
of Secretary Thompson, who is already at the table. He is a person
who was a leader on this issue when he was Governor of the great
State of Wisconsin. He brings a great deal of passion and insight
into the welfare reform policies, but he was really, as a State lead-
er, ahead of the Federal Government on this issue.

The second panel will include Howard Hendrick, Secretary of
Health and Human Services, Oklahoma, who will describe that
State’s Healthy Families initiative; Marilyn Ray Smith, Deputy
Commissioner and IV-D Director of the Child Support Enforcement
Division for the State of Massachusetts, testifying on child support
policies; Larry Temple, from the Texas Workforce Commission, to
testify from a practitioner’s perspective on the running of a work
program. Texas has won consecutive high-performance bonuses for
job entry. And Margy Waller, Visiting Fellow, The Brookings Insti-
tution, will provide her recommendations on TANF reauthorization.

[The prepared statement of Senator Grassley appears in the ap-
pendix. |

Senator Baucus?

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAucUS. Thank you very much, Mr. Chairman. Thank
you for holding this hearing. We succeeded in passing a bipartisan
bill out of the committee last year, and hope we will do so again
this year.

Welcome, Mr. Secretary. You are the leader in this country on
welfare and many related issues, and we very much appreciate not
only your leadership, but your guidance, your counsel. You have
the experience. You know what works. Even more than that, you
have the passion to make it work, and we deeply appreciate that.

Secretary THOMPSON. Thank you, Senator Baucus.
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Senator BAUCUS. We all can agree that the 1996 reform law was
a fundamental change in our Nation’s welfare policy. Prior to that,
the old system had failed. It was time to be bold and try something
new. I must say, I was a very strong supporter of that change in
1996.

Under welfare reform, hundreds of thousands of Americans have
exchanged a welfare check for a paycheck. That is why I consider
welfare reform a success. It is that success that I want to build on.

I am glad to see that the President has asked us to do better,
and even with the success so far, I believe we should not declare
victory and declare that welfare reform is done. There are still two
million families on welfare, and many of the families who have left
welfare are just one crisis away from falling back onto the rolls.

As we seek to reauthorize the 1996 law, I believe we should keep
two goals in mind. First, we should do better in reaching troubled
families still on welfare. Second, we should make sure that those
families who have taken the tentative first steps onto the ladder
of success keep climbing.

I thank the administration for proposing higher work require-
ments and a concept of universal engagement of welfare recipients.
If we get the details right, both of these will help us better reach
families still on welfare.

I also want to thank Senator Hatch, in particular, for his work
on the universal engagement provision that was contained in the
bipartisan bill approved by this committee last year.

I do have some concerns with the proposal by the administration.
The best way to illustrate those concerns is to talk about my home
State of Montana. I have consulted with people all over Montana—
and I mean that—about welfare reform.

We in Montana are proud of our welfare reform program. In the
most recent “high-performance bonus” awards, Montana ranked
number one in the country in getting welfare recipients into jobs.

A comprehensive evaluation by ABT Associates in 2001 found
that Montana’s welfare reform program had made “impressive
progress toward the goal of family self-sufficiency.” The evaluation
also found that Montana’s program had a “strong commitment to
moving welfare cases into employment as quickly as possible.”

In Montana, nearly half of those remaining on welfare are Native
Americans. Making welfare reform work better on the reservations
is our most important piece of unfinished business in Montana.
With this goal in mind, I plan to reintroduce my American Indian
Welfare Reform Act, and I hope to incorporate elements of that bill
into the committee mark.

There is widespread agreement in Montana that the administra-
tion’s proposal would require us to make a fundamental change in
what we have been doing. First, it would cut off our successful
waiver program.

More importantly, instead of the Work First strategy we have
been using, we would have to implement a Workfare First ap-
proach. That is because the administration’s proposal restricts pri-
ority work activities by deemphasizing job search and training in
favor of Work Fair.
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That might sense in places like Manhattan, New York and other
big urban areas, but we do not think it makes much sense for Man-
hattan, Montana, population 1,396, or in other rural areas.

As our evaluation found, Montana is already committed to work.
We have just taken a different approach to it, one that we think
makes more sense in rural areas.

And Montana is not the only State where concerns have been ex-
pressed about being forced to change course. An official survey by
State organizations found that more than 40 States considered the
administration’s work requirements to be a fundamental change in
what they were doing.

In 1996, the welfare program was a disaster. It was broken and
major surgery was required. That surgery has been pretty success-
ful. We need to keep going along that path and not force States
into making major strategy shifts.

Another part of building on the success of the 1996 law is main-
taining the support available for former welfare recipients now in
the workforce. There is a lot of talk about how the welfare rolls
have dropped by half. It has, and that is great news.

However, we know a lot less about the huge increase in child
care help that has gone along with the decreased rolls. The number
of families getting child care help from TANF and the child care
block grant has more than doubled since 1996. This makes sense.
When a single mother takes a job, someone has to look after her
children. We want those kids in safe, adult-supervised settings.

Some claim there is plenty of money available to meet the higher
work requirements, but this ignores the way States have invested
the freed-up money from the welfare caseloads into child care and
other work supports. That is what has paid for the big increase in
the child care rolls.

If we do not provide additional resources to meet the higher work
requirements, we are telling the States to cut help for low-income
working families, including former welfare recipients. Otherwise,
they do not have the money for the more demanding programs
called for by the higher work requirements.

I am not going to support something that will lead to child care
cutbacks for low-income working families. It is bad policy because
it means some of those former welfare recipients will fall back onto
the rolls when they lose their child care help. That is not doing bet-
ter.

And it is not fair. We told welfare recipients to get jobs, and huge
numbers of them have done so. We take credit for the success, but
we need to keep our end of the bargain up and help look after their
kids while they work.

It is also an especially bad time to impose higher mandates on
States without providing any additional funding. We all know
about the tough fiscal circumstances facing States.

Montana has already had to limit child care help for working
families, and there is a waiting list of 700 families, which is large
by Montana’s standards. I am not going to make that worse. I want
to find a way to help those 700 families on the waiting list.

As I have said in past hearings, another concern is about the ad-
ministration’s proposal to promote marriage with Federal funding.
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Marriage is a personal and private choice, not one the government
should interfere with.

Despite all the concerns I have expressed, I see a lot of areas
where we share common ground, and I will mention just a couple.
First, Senator Snowe has put forward a comprehensive set of child
support reforms.

Senator Breaux has a good bill to continue transitional Medicaid
for another 5 years. Senator Lincoln has proposed an employment
credit to sharpen the focus on real work. Senator Bayh has a good
bill to promote responsible fatherhood.

All four of these ideas are part of the administration’s proposal,
and that is good news. I am certain we can sort through the details
together and come up with provisions that have widespread bipar-
tisan support.

I look forward to working with the Chairman, the Secretary, and
members of the committee. We have got some momentum here.
Now we just have to build on it. Thank you.

The CHAIRMAN. Thank you very much, Senator Baucus.

We will now call on Secretary Thompson. But I wanted to ac-
knowledge the hard work last year. I think all the members that
worked so hard on that bill are some of us who are here.

I want to give credit to Senator Snowe, to Senator Hatch, to Sen-
ator Rockefeller, to Senator Breaux, and to Senator Jeffords, being
very much involved in the bill that was voted out of committee last
year as well. Senator Baucus, at that time, was Chairman of the
committee.

So, they are showing their continued interest in this legislation
as we try to develop a bipartisan program to come out of com-
mittee, hopefully sometime during the month of May.

Secretary Thompson?

STATEMENT OF HON. TOMMY THOMPSON, SECRETARY, DE-
PARTMENT OF HEALTH AND HUMAN SERVICES, WASH-
INGTON, DC

Secretary THOMPSON. Thank you very much, Chairman Grassley,
Senator Baucus, and all the other distinguished Senators on the Fi-
nance Committee. Thank you so very much for having me. And let
me just start out by thanking each and every one of you for being
so supportive on this issue.

I know all of you worked extremely hard last year to come up
with a bipartisan proposal, and I think it was a tremendous effort.
I salute you and congratulate you, and thank you for it.

I thank you also for inviting me today to discuss the next phase
of welfare reform, the urgency of reauthorizing our welfare and
child care programs. Last year, as you all know and recall, the
President proposed his plan to strengthen the Temporary Assist-
ance for Needy Families and the Child Support Enforcement pro-
gram. His proposal builds a foundation for helping more families
find jobs, achieve self-sufficiency, and become stronger and
healthier.

Mr. Chairman, you have often heard the saying that the best so-
cial program is a profitable company, because profitable companies
create jobs. I would go even further. The most humane social pro-
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gram is a healthy and independent family that has the capacity
and the ability to have a good, paying job.

Federal and State welfare programs should recognize this fact by
helping and encouraging Americans to build and maintain healthy
and independent families. We can do better. The first step was ex-
cellent. The next step can even be better.

President Bush’s proposal for the next phase of welfare reform is
based on four very important goals: help more welfare recipients
achieve independence through work, as Senator Baucus has indi-
cated; promote strong families, as you have indicated, Senator
Grassley; empower States to seek new and innovative solutions to
help welfare recipients achieve independence; and show compassion
to those in need. These goals shaped the administration’s proposal
for TANF, child care, and child support.

The 1996 TANF law has improved the way welfare works in
America. Contrary to the dire warnings of defenders of the old sys-
tem, we have been able to have tremendous successes.

In fact, from March 2001 to the end of the fiscal year in Sep-
tember of 2002, the number of families receiving benefits actually
declined by about 6.5 percent.

Welfare programs grew out of expectations of work and focused
on finding employment that can help families tremendously, even
when economic opportunities appear to be few.

Less dependency on government has not been the only positive
outcome since TANF was created. Employment among single moth-
ers has grown to unprecedented levels. What is even more impor-
tant, child poverty rates are at or near historic lows.

Even after this notable progress, much remains to be done and
States still face many challenges. Our proposal seeks to strengthen
the federal/State welfare partnership by maintaining the Federal
financial commitment to the program, and at the same time in-
creasing State flexibility. The most basic and most critical step is
to move families towards independence by encouraging and sup-
porting work.

A substantial portion of TANF recipients are currently not en-
gaged, as your chart indicated, Mr. Chairman, in any activity lead-
ing toward self-sufficiency, 57 percent. Therefore, we would require
States to engage every TANF family that includes an adult in such
activity.

We would also increase the combined work requirements to a
full-time, 40-hour work week, of which 24 hours are direct work ac-
tivities. We want to move families from the dependence of a wel-
fare check to the independence of a paycheck.

Mr. Chairman, you and I, and all the members of this committee,
know that the best environment for raising children is a family in
which the mother and father are married to each other. The TANF
law on the books recognizes that fact. But some States are still in
the process of building programs that help families and children
become strong and healthy. We must make the well-being of chil-
dren the over-arching purpose and objective of TANF.

In addition, we will be targeting $200 million in Federal funds
towards developing innovative approaches to support healthy mar-
riages and healthy families. Of course, in families where parents
are not married, child support payments are absolutely critical to
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raising healthy children. We have a role in making sure that those
payments are made promptly and completely.

Currently, States and the Federal Government can keep some of
the child support collected on behalf of current and former TANF
recipients in order to defray the cost of welfare. Our proposal would
give States an incentive to pass more of the child support collected
from non-custodial parents directly to the family.

The President’s fiscal year 2004 budget would spend an addi-
tional $218 million over 10 years, but be able to deliver an addi-
tional $7.5 billion in child support to America’s children. Any time
we can get a return of $7.5 billion on an investment of $218 mil-
lion, I think we should go for it.

And to round out this brief picture of how Federal welfare pro-
grams affect children, let me mention child care. Our TANF reau-
thorization proposal is based on our expectation that all families
will be fully engaged in work or other meaningful activities. There-
fore, we support maintaining the historically high level of funding
for child care.

Our Nation’s child care system recognizes that no one under-
stands or cares about a child more than the child’s parents, and
those parents have the natural right to direct the upbringing of
their children.

In the Child Care and Development Fund, we support parental
choice through vouchers and access to a wide range of child care
providers so that families can choose a caregiver that best meets
their needs, whether with a relative, neighbor, child care center, or
faith-based program.

Finally, Mr. Chairman, let me address one last component of our
reauthorization proposal that also helps meet the needs of families
making the transition to independence.

It is called Transitional Medical Assistance, or TMA. TMA allows
families who cannot otherwise afford health care coverage to be
able to continue on Medicaid for up to a year after their work earn-
ings make them ineligible.

The program was scheduled to sunset in September of 2002, but
has been extended by Congress to June 30, 2003. The President’s
budget would extend TMA through fiscal year 2008, at a cost of
$2.4 billion over 5 years.

Through waivers and State plan amendments, we have already
expanded access to health coverage now for more than 2.2 million
individuals, and expanded the range of benefits offered to 6.7 mil-
lion other Americans.

We found that when you offer coverage to parents, you end up
covering more children, which is why we have granted waivers to
cover adults.

As President Bush said earlier this year, the welfare law is a
success because it put government on the side of personal responsi-
bility and has helped people change their life for the better, helped
people realize their dreams, helped people help themselves. That is
one of the key principles of the law that makes a lot of sense that
has helped make the TANF law so effective.

This committee has demonstrated its desire to help low-income
families succeed when you made the hard choices on the original
precedent-setting welfare reform legislation.
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It is time now, ladies and gentlemen, with your help and sup-
port, to take the next steps in welfare reform. The President and
I stand ready to work with you to achieve even greater successes
for America’s neediest families.

I thank you so very much for having me, Mr. Chairman. Now I
will be more than happy to answer your questions.

[The prepared statement of Secretary Thompson appears in the
appendix.]

The CHAIRMAN. We will take five-minute turns. It will be: Grass-
ley, Baucus, Jeffords, Smith, Bingaman, Breaux, Hatch, Snowe,
and Rockefeller, in that order of arrival.

I did previously recognize several members of a bipartisan group
that worked on the bipartisan bill. Senator Lincoln just came in,
and she was part of that also last time, Secretary Thompson, of the
bipartisan bill that was voted out of here. I just wanted to recog-
nize you, along with the other people that I previously mentioned.

Mr. SECRETARY, WE ALL ACKNOWLEDGE THAT WE ARE LIVING IN
AN ERA OF, HOPEFULLY, INCREASED PERSONAL RESPONSIBILITY. The
fact that welfare rolls and child poverty are down are some indica-
tion of that.

But, even though we have many families formerly receiving as-
sistance working, we still have income levels for these families—
not meaning all of those families—still very low. Most of these fam-
ilies, while working, are poor.

Do you agree that the next phase of welfare reform should in-
clude policies that help families move out of poverty? Then I would
follow up with this question. If so, what changes need to be put
into place so that we can help those families achieve self-suffi-
ciency?

And before you answer, my colleagues have heard me say this so
often, they are probably tired of my saying it. But there have been
studies that show tremendous economic mobility of our population.
People that are in the lowest quintile are not there forever.

After 10 years, only about 10 percent of the people that were
originally in the lowest quintile are still in the lowest quintile. We
have an economic system that, if we move people into the world of
work, that will allow us to make great progress. I think that is un-
disputed.

But within that, there are still things that we can do to help peo-
ple, and that is what my question is about.

Secretary THOMPSON. Mr. Chairman, you have been a leader in
this area, and I compliment you on it. There is no question that
we have to do everything we can to strengthen parents and their
children. That is why the SCHIP program was so successful in get-
ting people covered by insurance, and that is why we have used the
waiver process to allow more low-income parents to have insur-
ance.

Second, we are taking many steps in this proposal to strengthen
the family. The first one, is taking money from one program that
provides bonus dollars to states for decreasing illegitimacy, and
putting that into a new fund, an innovative fund to grant dollars
to help communities set up programs that will help parents, first,
if need be, to get married, but also to counsel them, and to help
strengthen their marriages, and so on.
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Third, we are setting up a matching grant program of $100 mil-
lion out of the high-performance grant dollars in order to allow
States to match it dollar-for-dollar to set up programs to promote
healthy marriage. Oklahoma has got a fine program. Other States
have tried programs in this area. We are going to give them some
added dollars to innovate and be able to do that.

The fourth thing we can do together, is allow for job opportuni-
ties. This, of course, is very important. This is why the child sup-
port is so important, and we are expanding the child support collec-
tion abilities by putting in $218 million, and being able to reclaim
about $7.5 billion by reaching out technologically to pick up more
dollars for parents.

We are also allowing for more pass-through dollars so that more
of the dollars collected in child support can go to the family. All of
these things are going to help benefit the children and the family
and assist the family in getting work and being able to become self-
sufficient. That is the objective of the TANF bill, and that is why
I am so interested in supporting the next phase of it, Mr. Chair-
man.

The CHAIRMAN. Thank you very much. I am sure, as former Gov-
ernor, Governors today would still have confidence in your under-
standing the roles of the States and problems that the Federal Gov-
ernment might create for States in this area, or any other area.

So I would like to have you respond to the concerns raised by the
States that they will not be able to meet the increased work re-
quirements detailed in the President’s proposal for welfare reform.

Secretary THOMPSON. I think, Mr. Chairman, that is just not cor-
rect. First, the House has increased the amount of money for child
care from $4.8 billion to $6 billion, an increase of 22 percent. That
is being accepted and supported by the administration.

Second, there is a lot more flexibility for States. Under the cur-
rent law, you have 20 hours of work and 10 hours of things that
you have to do in order to comply. Under this proposal, it is 24
hours of work, an increase of four hours.

But once you achieve that 24 hours, the next 16 hours in the pro-
posal are completely flexible, left up to the States to do what they
want to do in order to comply. They can set up education programs,
they can set up job training programs, they can set up programs
in tutoring and so on. It is much more flexible than the existing
law.

The third thing is, under the current law, a State cannot count
anything towards the credit for the reduction of its caseload until
an individual has received 30 hours of employment, including 10
hours of work-related efforts.

Under the existing proposal, you start getting credit as soon as
you have reached the 24 hours, which is much more flexible. There
are also other provisions in here that allow for flexibility, such as
the fact right now that the States cannot use excess TANF money
for anything but cash assistance after the end of the year.

Under our proposal, they would be able to use this money for
child care, for work-related efforts, for transportation. Last year, it
was $2.5 billion that State could not use. This year, if this would
pass, they could use the $2.5 billion.
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West Virginia has, I think, about $30 million that they could use
for child care, and so on. So there is a lot of flexibility. There is
much more flexibility in this proposed law than the existing law,
Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Baucus, now.

Senator BAucus. Thank you, Mr. Chairman.

Mr. Secretary, I am just a little bit concerned. I need some clari-
fication of the resources that the States may or may not have, par-
ticularly for child care. You have said, and correctly said, that we
cannot do welfare reform on the cheap.

Secretary THOMPSON. That is correct.

Senator BAucus. I think most agree with that. I am a bit con-
cerned about the administration’s proposed higher work require-
ments, though, without adding, as I understand it, any additional
child care funding.

For example, the proposed doubling of the weekly work require-
ment for mothers with children under six. Those are obviously peo-
ple who especially need child care. Some suggest that States have
plenty of money because the welfare rolls are down, but this ig-
nores the way that freed-up TANF funds have gone to pay for child
care to keep former welfare recipients working.

So my question is, if freed-up dollars are going to those off wel-
fare, and also there are additional requirements for those on wel-
fare and given the State budget difficulties we have in the country,
the question is, where is the money coming from for child care?

Secretary THOMPSON. When we passed the original TANF law,
there was approximately $7,500 per case set down by the Federal
Government. With the reduction in the caseload, it is about
$16,750 per case right now. So, there is additional money.

The House-proposed bill which we are supporting, and, I believe,
the Senate Budget Committee proposal, increases the child care
portion by $1.2 billion, or about a 22 percent increase over what
the President is proposing, and that is being accepted.

Additionally, the States cannot make any claim for a recipient
who works 20 hours, and then only has 9 other hours of work-re-
lated activities. There is no pro rated credit given to the States.

Under our proposal, anybody who works over 24 hours gets that
credit, gets the pro rated share, so it is much more flexible for the
States. With regard to the other 16 hours, the States have complete
discretion, more so than they do under the current law, to deter-
mine how the individual can comply with those 16 hours.

So under the new provisions that we have put in our proposal,
there is a lot more flexibility for States like Montana to meet those
concerns. With the added money put in by the House for child care,
I am confident that the States will have enough to meet the job re-
quirements.

Senator BAUCUS. Just a point of clarification here. It has been
suggested that the $16,000 figure appears to be calculated by add-
ing the total funding in TANF and the child care block grant.

Secretary THOMPSON. That is correct.

Senator BAUCUS. And then dividing the number of families still
receiving a monthly welfare check.

Secretary THOMPSON. That is correct.
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Senator BAUcUS. The concern is that, according to some, based
on statistics developed by GAO, that ignores the million or so fami-
lies that GAO has estimated that are receiving help from TANTF,
but not in the form of monthly welfare checks. It also ignores work-
ing families receiving child care help through the child care block
grant.

The block grant, as you know, was created in 1996 out of four
previous child care programs, one of which was to provide child
care for TANF recipients, and the others were to support low-in-
come working families, particularly former welfare recipients, or
those at risk of going on welfare.

So I am wondering if the administration is actually proposing to
end the use of the child care block grant to support working fami-
lies. If not, then is this $16,000 not a bit misleading?

Secretary THOMPSON. No, it really is not. We certainly did not in
any way ever indicate that we were going to reduce or change the
block grants. I would like to point out that the $16,500 figure is
the total accumulation, but you also have to realize that approxi-
mately one-third of the cases in every State do not have to comply
with the time limits because they do not have a parent living with-
in the family. Then, on top of that, they have a 20 percent exemp-
tion beyond that for the time limits. So, truly, almost 50 percent
of the caseloads are not subject to the time limits.

Moreover, under the current law, when a State uses money to
help people get work, or for child care, transportation, anything
like that, that may not be cash assistance, but the time clock starts
running.

Under the proposal the President has made, the program is
much more flexible. If a State gives money for job seeking or job
transportation, but not cash benefits, it does not count against the
5-year time limits. So, the President’s proposal is much more flexi-
ble in that regard.

Senator BAuUcUs. Before my time completely expires—it has
about expired—your thoughts why community service is more im-
portant than looking for a job. In my State of Montana, time spent
looking for a job seems to be very well worthwhile. As I mentioned
in my opening remarks, community service might make a lot of
sense in big, urban areas, but in more rural areas, it does not make
near as much sense.

Secretary THOMPSON. I do not disagree with you, Senator.

Senator BAUCUS. So, under the administration’s proposal then,
would States have the flexibility to add, say, job search as a pri-
ority?

Secretary THOMPSON. They do. Absolutely. That 16 hours is com-
pletely discretionary with the States. That is why this proposal is
much more flexible than current law. If that is what Montana
wants to do, I want Montana to do it. If it is successful, the State
should continue to build on that.

Senator BAucus. Well, that is good to know. I appreciate that
very much. Thank you.

The CHAIRMAN. The point that Senator Baucus brought up is one
that we will have to look for some middle ground on in trying to
reach a compromise with the administration, and within this group
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as well. But I think you have indicated that, as you have answered
his question, and I was glad to hear that.

Senator Jeffords?

Senator JEFFORDS. Thank you, Mr. Chairman.

I agree with you completely, we cannot overstate the value of
high-quality early childhood programs, especially education.

Right now, the States are being forced to make impossible
choices and it is hard to find a State where the choices do not im-
pact child care.

As you know, we currently serve only one in seven eligible chil-
dren. States are cutting back in quality and in the number of chil-
dren served. They are losing Federal matching funds as they do so.

We need to take the opportunity in this welfare reauthorization
to invest in our children’s future. Instead, the administration has
proposed a level of funding that amounts, basically, to cuts in these
programs.

Every other industrialized nation has federally funded fully early
childhood education for years. I traveled to France earlier this year.
I plan to go to Italy and Finland later this year. They start at two
or 3 years of age.

I talked to national leaders in early childhood education this
week and was alarmed to find out that there were cuts going on
in these areas, and we find ourselves well behind the rest of the
world.

How can we catch up without much more Federal funding in
these areas?

Secretary THOMPSON. Senator Jeffords, as you know you and I
have worked together as partners on early childhood initiatives in
the Education Commission of the States, and you and I co-chaired
a study committee with the National Governors Conference, and
also with the Quality Initiatives, so you know my passion for early
childhood.

Senator JEFFORDS. I know. That is why I asked the question.

Secretary THOMPSON. I also want to quickly point out that I put
a program in in Wisconsin when I was Governor and we did not
have any waiting list whatsoever. Wisconsin had put in enough
money so that every person who wanted child care received it.

I also put in extra dollars for early childhood expansion programs
for those individual groups that wanted to put something spectac-
ular together, something more far-reaching, for early childhood.

Third, Senator, you are right that child care was level funded in
the President’s proposal, but the House has increased funding by
22 percent, going from $4.8 billion to $6 billion, and the adminis-
tration is supporting that. This is an increase of 22 percent over
what was originally introduced.

The fourth thing is, the number of children has gone down by ap-
proximately 57.5 percent from what it was when the welfare reform
act passed. The proposal now would increase funding by 22 percent
and there is a tremendous amount of more dollars for early child-
hood. Like you, I think it is a good investment, and I hope that we
can all support it.

Senator JEFFORDS. Currently, Vermont has a variety of options
for how to assist the TANF clients. One of the most successful ini-
tiatives has been our investment in education and vocational train-



14

ing. Clients can take courses that lead them to a commercial driv-
er’s license, certification as a pharmacy technician, or licensed
nurse’s aid. Vermont can do this because of the flexibility in cur-
rent law.

We should expand flexibility and allow the States to have more
options, I believe. If the State believes it can best serve its clients
by allowing them to engage in an education or training program for
a longer period, 18, 24 months, for instance, then why should we
prohibit them from doing so?

Secretary THOMPSON. Senator Jeffords, one of the reasons that
the old AFDC proposal failed is because there was no requirement
for work. The basic premise of welfare reform has always been
work related. In this regard, 24 hours a week is not too much, and
you still have 16 hours to make up your 40 hours to go to school
to get that job training, to get that vocational training.

Moreover, there is an additional 4 months in the House proposal
that allows individuals to go to school, or an additional 3 months
if they need some kind of drug or alcohol treatment in order to get
a job. So, there is plenty of flexibility.

I do not know about you, but I know that I had to work my way
through school, and I worked much more than 24 hours in order
to pay my way through school. I think most students are working
that much, so I do not think this is a hardship.

But I want to just get back to the basic premise, that the reason
that welfare reform in this country has worked so effectively is be-
cause of the requirement of work, getting people that have not
worked before an opportunity to find out how to work, to get a job,
and get the training. That is all-inclusive in the TANF law, and I
think it would be a terrible mistake for us to go backwards to the
old AFDC model where states did not require work.

Senator JEFFORDS. Thank you.

The CHAIRMAN. Thank you, Senator Jeffords.

I now call on Senator Smith, then Senator Bingaman, then Sen-
ator Breaux.

Senator SMITH. Thank you, sir.

Mr. Secretary, good to see you again.

Secretary THOMPSON. It is always a pleasure, my friend.

Senator SMITH. I appreciated very much last week our visit with
you on Medicaid, and appreciated your emphasis then on flexibility.
It is clear that flexibility is still the word of the day when it comes
to reauthorizing welfare reform, and I appreciate that.

I am also aware, in a conversation with my colleague Senator
Wyden this morning, that you and he had extensive conversations
last night about Oregon sort of falling through the cracks in the
proposal that the administration has.

But I also understand, he was very, very appreciative of your em-
phasis and willingness to work this out so Oregon’s very successful
welfare reform can continue. I assume you are aware of the legisla-
tion that he and I have introduced today.

Secretary THOMPSON. I was not when the first question was
asked, but I certainly am today, Senator Smith.

Senator SMITH. You are aware of it now. But what it does for the
record, is it allows States with current TANF waivers to renew
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their waivers through the next welfare reauthorization, which is
within the next five years, or September 30, 2008.

It affects 16 States, Oregon being one of them, which may not
exactly fit within the administration’s proposal. It is my under-
standing that you are going to pursue that proposal, but you are
not hostile to ours.

Secretary THOMPSON. That is right.

Senator SMITH. I just want to publicly thank you and express
what a pleasure it is to work with you to work this out.

Secretary THOMPSON. Thank you very much, Senator Smith. No,
I certainly am not hostile. For somebody that has been dubbed “the
King of Waivers,” I certainly appreciate States that are innovative,
and Oregon has been extremely capable.

In fact, I want you to know this. We used the National Evalua-
tion of Welfare to Work Strategies from Oregon in developing this
proposal.

Senator SMITH. Terrific.

Secretary THOMPSON. So I am very cognizant of the work that
Oregon has done, and want to compliment them and thank them
for their efforts.

Second, I would like to have you take a look at the super waiver
which is in our proposal, because this is made to order for a State
like Oregon that is innovative, because you can have the oppor-
tunity to come in with a waiver in which you can have uniform eli-
gibility for jobs, which you do not have now, between Labor, Edu-
cation, Agriculture, HHS, and HUD.

The second thing you could do is have a national database that
is simplified, and one for all the Federal programs. So a super
waiver in this proposal would be very, very helpful to a State like
Oregon, and I would hope that you would support that as I go
along in supporting your proposal, Senator.

Senator SMITH. It is my understanding, Mr. Secretary, that Or-
egon would not be eligible to apply for the super waiver provision
because it does not propose to blend programs. Is that your under-
standing?

Secretary THOMPSON. That is absolutely incorrect. It could apply
for the super waiver. It could pick and choose. If it wanted to apply
for a waiver from Labor, Education, and Agriculture, or my Depart-
ment, it could pick and choose any way it wanted to.

Second, in the current proposal, the State of Oregon would have
complete flexibility in the 16 hours for developing how it would
comply with the remaining work requirements. So, Oregon’s exist-
ing program would comply, we think, with the 16 hours that are
currently in this proposal.

Senator SMITH. And you do not think they would have to make
changes to existing programs?

Secretary THOMPSON. Absolutely none. That is the reason for the
super waiver, to give you that tremendous flexibility for develop-
ment for a program suitable for your particular State.

Senator SMITH. Well, I just want to publicly thank you for your
clarification and your willingness to work with us. I think you are
clearly a pioneer in the whole area of welfare reform, your own
State being a great model of that.

So, thank you, Mr. Chairman. Thank you, Mr. Secretary.
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Secretary THOMPSON. Thank you, Senator Smith. As you know,
Senator Smith, welfare, Medicaid, the child adoption program, and
the 4-E programs have all got tremendous flexibility for States and
they all were pretty much proposed out of our Department.

Senator SMITH. Thank you.

The CHAIRMAN. Senator Smith, thank you.

Now, to Senator Bingaman.

Senator BINGAMAN. Thank you, Mr. Chairman.

Mr. Secretary, thank you for being here again. We appreciate it.

You have referred to this $1.2 billion additional child care money
that the House added. My understanding is that only $200 million
of that is mandatory.

Secretary THOMPSON. That is correct.

Senator BINGAMAN. The rest is just authorization for funding
that may or may not be appropriated.

Secretary THOMPSON. That is correct.

Senator BINGAMAN. And judging from the package we passed just
a few weeks ago, I would assume it is not going to be appropriated.
Would you agree with that assumption?

Secretary THOMPSON. No, I disagree with that assumption, Sen-
ator Bingaman. As I understand it, the House Budget Committee
is going to put that figure in its budget resolution. I believe the
Senate Budget Committee is going to put that figure in.

You are much more of an expert as to what is going to pass in
the Congress than I am, but if both budget resolutions have that
figure in it and it has already been adopted in the TANF proposal
from the House, then I would presume it would stay in and be ap-
propriated.

Senator BINGAMAN. I certainly hope you are right about that.

Secretary THOMPSON. And the administration supports that, by
the way.

Senator BINGAMAN. You support that level. In my State, we have
just recently decreased child care eligibility from 200 percent of
poverty to 100 percent. Many, many States have pretty drastically
cut their funding for child care just in 2002, as I understand it, and
others are planning to do so even more.

I am very concerned that the level of support that we are seeing,
even with what the House has done, does not allow for the current
level of child care funding, does not allow the current level of re-
cipients to continue. We are going to see cutbacks in child care
funding. Do you see it differently?

Secretary THOMPSON. I know the States are very stressed. I
know that 38 States last year had proposals to reduce Medicaid. I
know over 43 States this year are advocating changes in all of the
social programs, and I am concerned about that.

But I would like to point out that we have fewer than half the
number of children in TANF as we did when the law was enacted
in 1996. Even with level funding, that should mean that there is
double the amount of money, less inflation, for each child than
there was in 1996.

With the additional 22 percent from the House, that increases
the amount a great deal. I do not know of many programs this year
that are going to have approximately a 22 percent increase. So, I
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think the Congress and the administration are being very generous
in this regard.

I would like to be able, like you, to have more money for child
care because I happen to be passionate about this particular pro-
posal, and I believe that the best way to get people off of welfare
is by investing in the children.

Senator BINGAMAN. A lot of the waiver options that you dis-
cussed relative to Oregon do not exist for New Mexico, as I under-
stand it.

Secretary THOMPSON. I hasten to disagree with you, Senator, be-
cause the same waivers are going to be available for New Mexico
as they are for Oregon, Wisconsin, Vermont, and Louisiana.

Senator BINGAMAN. I had thought that Oregon had a waiver to
use their funding for post-secondary education.

Secretary THOMPSON. You are talking about a specific waiver. 1
thought you were talking about the superwaiver authority.

Senator BINGAMAN. Right. But we would not be able to get that
kind of authority, as I understand it. You have to have already had
a waiver in order to be eligible for it.

Secretary THOMPSON. I do not have the authority, Senator, under
the AFDC or the TANF proposal, to give waivers under that. So,
I cannot give a waiver for New Mexico.

If you give me the authority, I would certainly help out New
Mexico with waivers, which I have done many times already in the
past with waivers, as you know, and would be more than happy to
do so again Senator.

Senator BINGAMAN. Well, we will work to try to get you that au-
thority. Thank you very much.

Secretary THOMPSON. I would love you if you did.

Senator BINGAMAN. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Bingaman.

Now it is Senator Breaux’s turn.

Senator BREAUX. Thank you, Mr. Chairman.

Welcome back, Mr. Secretary. It is always a pleasure to have you
before the committee.

; Se?iretary THOMPSON. It is always a pleasure to be with you, my
riend.

Senator BREAUX. I have been here for 30 years and I have come
to the conclusion that one of the many problems that is wrong with
Congress is that we spend far too much time trying to fix things
that are not broken, and far too little time trying to actually fix
programs that are, in fact, broken. Medicare and Social Security
are two great examples of programs that are broken, and we are
not doing nearly enough to try and fix them.

However, welfare is not in that category. It is a program that I
think is not only not broken, I think it has been a real success be-
cause of what Congress did in a bipartisan fashion.

If you look at the statistics, welfare rolls have fallen by about al-
most 60 percent nationwide. Work among single mothers heading
up families has increased by almost 40 percent.

In my own State of Louisiana, most families, about 63 percent,
are meeting the Federal work participation requirements with pri-
vate sector employment, which is what we want. About 20 percent
additional do so with educational activities.
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So I think, by any measure, the welfare reform program is really
a real success, and everybody can take credit for it, Republicans,
Democrats, previous administrations, this administration. It is a
real success program.

But what we are proposing, as I see it, and not only I see it, 41
of the 47 States in the NGA that responded to the poll they sent
out, said that a new proposal from the administration would cause
them to make fundamental changes to State strategies or redirect
TANF resources.

So my concern is that, while the administration in many areas—
and I would agree in some of the things that you are giving more
flexibility to States. The Medicaid program is an example of that.
The States can already do 40 hours of work if they want to now.
There is nothing that prohibits that. They have that flexibility.

But here we have got a mandate coming from Washington that
you have got to go to 40 hours. Washington knows best. We know
40 hours is better than 30, even though the 30 hours has been a
huge success by any standard of measurement.

Then we looked at, if we do go to 40 and mandate it, which is
contrary to what the administration is doing in Medicaid and other
programs where we are giving them more flexibility, here we man-
date it, no waivers, 40 hours, do it, Washington knows best.

But then when CBO looks at that, CBO tells us last year when
they looked at the 40-hour work requirement, they estimated that
if States were required to enforce the 40-hour work requirement
and meet the increased participation rate target, 70 percent, that
is in the bill, the cost to the States of meeting the new work re-
quirements would be up to $11 billion over 5 years, roughly $6 bil-
lion in work program costs and $5 billion in increased child care
costs for the work program participants.

So my question is, we have got a program that works and huge
success. Now we are coming back to say, well, despite that success,
we are going to give you more mandates on the work requirements
and not nearly enough money to meet them.

To me, that is a very inconsistent recommendation that I think
needs a great deal of work before we do anything. We had a very
tripartisan group of Senators on this committee that said, look, if
States want to go to 40 hours, let them do it.

But 30 hours is working just fine. Why not keep it like that?
Where are we going to get the money if we go to 40? CBO says $1
billion is not enough. They are saying $11 billion is what we need.

Secretary THOMPSON. Senator Breaux, let me try and answer it
this way. States, right now, have to have individuals work for 30
hours, 20 hours plus 10 in work activities. That 10 hours is very
restricted. It is very much more of a mandate.

Under the proposal that we are pushing, 24 hours—an increase
of four hours—20 to 24 hours is actual work, but the next 16 hours
is completely left up to States how they would comply with it.

So if the States wanted to tell individuals, go to school, that
would be fine. If the States wanted to set up work programs, that
is fine. If the States wanted to have individuals be mentors, that
is fine. It is completely discretionary with the States.

Senator BREAUX. Can they allow them to count vocational edu-
cation for over 3 months?
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Secretary THOMPSON. Yes, they can.

Senator BREAUX. Over 3 months?

Secretary THOMPSON. Yes, they can, within the 16 hours. If they
work the 24 hours, absolutely.

Senator BREAUX. Are you reducing the vocational education in
the 24 hours?

Secretary THOMPSON. The 16 hours, if they want to have the in-
dividual go to

Senator BREAUX. The 24 hours.

Secretary THOMPSON. The 24 hours. No. The 24 hours is focused
on work.

Senator BREAUX. No, no, no. You are reducing the vocational
education training counting for the 24 hours down to 3 months. Is
that not correct?

Secretary THOMPSON. That is correct.

Senator BREAUX. And why is that? Vocational education is

Secretary THOMPSON. Because we give the States complete flexi-
bility. If they want to increase that, they certainly can.

Senator BREAUX. States have the flexibility to go to 40 hours?

Secretary THOMPSON. The States have the flexibility in going
from 24 hours to 40 hours.

Senator BREAUX. They have flexibility on the 40 hours. They can
do 40 hours now if they want. We are mandating 40 hours.

Secretary THOMPSON. We are mandating, but it is not in every
individual case. That is a big difference. One-third of the cases,
Senator, do not have to comply with the law because they do not
have a parent living in the family. Then on top of that, there is an
additional 20 percent exemption, so you are really talking about 50
percent of the families.

The one requirement we really are requiring here, and you can
call this a mandate, is we are requiring every State to have an in-
dividual work program for every individual recipient.

Senator BREAUX. Well, my time is up, and our time is up. I
would just conclude by saying I do not think the administration
has made their case to mandate 40 hours with no real additional
funding, because CBO tells us we need substantially more to meet
that requirement. That case has not yet been made.

Secretary THOMPSON. Thank you, Senator Breaux.

The CHAIRMAN. Thank you, Senator Breaux.

I am going to skip over Senator Hatch because he had to go to
the Leader’s office for a meeting, and go to Senator Snowe.

Senator SNOWE. Thank you, Mr. Chairman.

Welcome, Mr. Secretary. I thank you for being here today and
addressing an issue that, obviously, you have provided an enor-
mous amount of leadership on in the past in your previous capacity
as Governor, and now as Secretary, and I thank you.

Just to follow up on some of the issues concerning flexibility, be-
cause I really do think that is the crux of the issue here in remov-
ing the barriers for the remaining caseload on welfare across this
country in terms of reaching and accomplishing self-sufficiency,
and what is going to constitute allowable work activities and other
activities.

So reaching the 70 percent participation rate, plus the 40-hour
work week, how you accomplish that without being so stringent
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and restrictive that it makes it virtually impossible for the recipi-
ent to reach those levels or the State to meet those goals without
exacting a tremendous cost one way or the other.

In one of the ideas that I have recommended and introduced in
the last Congress, because I really think it is such a worthwhile
endeavor to be an allowable activity, is being able to pursue a post-
secondary education.

I mean, Maine has very successfully adopted a program known
as Parents as Scholars, allowing TANF recipients to pursue higher
education. I think it has been misrepresented, when I introduced
it last time, that somehow we are subsidizing tuition, and so on,
and so forth.

The idea of allowing individuals to achieve and accomplish high-
er education is something that we all should strive for. Ninety per-
cent of those who have participated in the program in Maine have
successfully moved off any kind of welfare assistance and they have
increased their income by more than 50 percent.

I mean, the stories that have been told in Maine by individuals
who have participated in this program is really something beyond
astonishing. I met with a number of recipients. There was one
woman who had an infant who actually who slept on a friend’s
couch and went to school every day, hitchhiked to college every day
in order to do it.

Another individual recipient had a special needs child. Beyond
the fact that she was able to do post-secondary education, she is
now moving on to law school. I mean, those are the kinds of success
stories that are indicative of individuals who are given the oppor-
tunity.

I think we ought to incorporate that kind of flexibility, allowing
them to be able to be supported in terms of the things that will
allow them to pursue higher education, such as transportation, for
example, books and supplies, and other kinds of things that allow
them to pursue an education. Obviously, they have to be enrolled
in a college, they will have to maintain a certain grade standard.

But it has been a success story in Maine, unequivocally. So, I
would hope that you would consider this as one opportunity that
should be available to recipients and be an allowable work activity.

Secretary THOMPSON. Senator Snowe, I know of your passion and
I want to compliment you, because you have been a friend and a
nillentor of mine on many different subjects, and I thank you for
that.

I would like to point out that people really do not understand one
of the provisions of our proposal, and I really would like to explain
that. Under the current law, you have to have 20 hours of work,
plus 10 hours of other work-related activities.

If you only put in 29 hours, the State does not get to count that.
It does not get to count the 29 hours of effort. Under the proposal
that we are advancing, states get to count the pro rated share for
anybody who works over 24 hours. So, it is much more flexible for
States in that regard.

The second thing is, I do want to work with you, as I have on
Medicare and on many other things. As an individual who started
welfare reform in Wisconsin, our basic premise was, and still is,
that you have to have a work requirement.
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If you completely exempt the work requirement and just allow
school, I do not think you ever really get to the accomplishments
that TANF originally had.

That is where you and I differ. I think that if you had an indi-
vidual that worked 24 hours a week and still went to school for 16
hours, you would have a very successful program. I agree with you.
The best we can do is to have people go to school. But I think the
work is absolutely key to a successful TANF program, and that is
why I am fighting so hard for that particular portion.

Senator SNOWE. But in this program there is a work require-
ment, so they have a work requirement, they have to go to school,
and they have to take care of their children. I mean, we have to
look at the circumstances that these individuals are in. I think that
is the reality, if we are going to be successful.

If we were just driven to look at the numbers and just reducing
numbers without looking at the human beings who are behind
those numbers, then I think that is going to be a real travesty be-
cause we are not going to be successful. I would like to be able to
give people opportunities, and access to opportunities, in a realistic
way, that they ought to be able to accomplish both.

If they want to do that, they ought to be given that, the fact that
they get off welfare permanently, they are able to elevate their
standard of living, they are able to break the cycle of dependency.

One of the stories that I heard over and over again from these
individuals who participate in this program, is that they became a
model, an example to their children.

For the first time, their children were able to see an individual
pursuing college, that they were creating that goal. So beyond the
fact that it is an individual success story, it becomes a success
story for generations because you are breaking the cycle of depend-
ency.

I hope that we will allow this fluidity of thought incorporated in
the welfare program, because I really do think it is the way to go.

Secretary THOMPSON. Senator Snowe, very quickly, the current
law is number driven. The proposal is not number driven. It allows
for much more credit and much more flexibility for the States. That
is what I do not think people really understand. The current TANF
law is very number driven, much more so than this proposal.

Second, if we can work out a proposal for work and school, I
think that is the best of both worlds. But I still think you have to
have the work component. You and I may differ about it, but I
think we both agree, education is fantastic.

The more we can get people to go to school and get better
trained, the better off they are going to be, the better off their fami-
lies are going to be, the better off the cities, communities, and
States will be. So, I am fully in favor of that. I just believe the cor-
nerstone of welfare reform successes has been the work component.

Senator SNOWE. Thank you, Mr. Secretary. I am looking forward
to working with you on this. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Snowe.

Now I call on Senator Rockefeller, then Senator Lincoln.

Senator ROCKEFELLER. Thank you, Mr. Chairman. Good morn-
ing, Mr. Secretary.
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Secretary THOMPSON. Good morning, Senator Rockefeller.

Senator ROCKEFELLER. I do not know what it is that is moving
around inside of me, but there is a lot of worry. I have enormous
respect for you, as you know. I also have an enormous attachment
to the State I represent, and the people.

Basically, our caseload since June of 2000 has gone up from
10,000 to 16,000. What it basically means, is that only 25 percent
of the eligible families are being served in West Virginia.

Now, I will grant you that West Virginia is not as rich as Arkan-
sas. But I have to focus on West Virginia. What we tend to do, I
think, is we talk about numbers of hours of work rules, child care,
and this and that, and we sort of forget about all of these people,
which is very strong in my soul, simply because of my Vista volun-
teer experience.

We have had to go from 200 percent of poverty down to 150 per-
cent of poverty as a result of what is now in existence, and we have
had to double the co-payment up to about 50 percent for families.

Now, you make assumptions about what the appropriation is
going to do. There is no way in my mind that you can do 40 hours,
24/16, and in effect allow sufficient vocational education, even
though you answered, yes, it was possible over 3 months.

Vocational education takes a lot longer than three months. If we
are going to prepare people for work, then we really need to pre-
pare them for work, not just sliding in and sliding out, as happens
too much in our State.

The CBO numbers on child care, I would think, would be pro-
foundly disturbing to you, Mr. Secretary, because of who you are
and what kind of a Governor you were/are. You talk about a 22
percent increase, and that always wins points when you say that
in front of a crowd.

Except the question is, what does the 22 percent actually accom-
plish? If an $8 to 11 billion—and I would have to assume the $11
billion—is, in fact, needed but is not being given, and if you are liv-
ing in a State like West Virginia where there are only 14 commu-
nities in the entire State that have populations of over 10,000, so
that sort of describes a little bit of what ruralness means, getting
child care, even if you have the money to do it, is an unbelievably
difficult prospect.

Getting child care in Washington, DC is not easy. Getting child
care in West Virginia to get people to come to be able to do that,
who are qualified to do that, is an unbelievably hard thing to do.

So I really agree with John Breaux. I do not know what is wrong
with the 30 hours. I do think that when you go from 30 to 40, then
you have an enormous number of reporting requirements, you have
all these 16 hours, all this collecting of data, creating activities,
providing child care. They all have costs, it is bureaucratic. Why
not just focus on the work part of it?

West Virginia is being hurt by this, will be hurt by this. We are
in terrible fiscal constraints, as all States are. The child care
money is not going to cut it. Quite frankly, if the child care money
does not cut it, then the program is not going to work.

If the child care is not there, all the other parts that you like are
not going to work. Sometimes I wonder if you are confusing child
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care and child enforcement when you talk about some of these
numbers.

Secretary THOMPSON. No, I am not confused at all.

Senator ROCKEFELLER. But I just want to tell you, I have pro-
found worries about it. Senator Snowe is gone now, but we had a
thing last year which she and others were supportive of.

We went $5.5 billion more for child care, $2.5 billion more in the
basic block grant for child care, $5.5 billion for full funding of So-
cial Security’s block grant for child care, transportation, and other
work supports.

Now, we did not do that because we wanted to spend money, be-
cause there is no money to spend. We did it because we thought
that was what was necessary to make it work.

So I have this profound sense of disquietude in me about the
good words that you are saying from a good heart, leading to a pro-
gram that is not ultimately going to be able to work, as Senator
Breaux indicated.

Secretary THOMPSON. Let me try and reduce your anxiety, Sen-
ator. First, let me compliment you for your passion and your com-
passion on this subject. I know full well of your history and your
career in regards to Vista, and what you do in the bills that you
support and submit.

So, I know where you are and I know full well that you are dedi-
cated in this area. So, let me start off by saying thank you to you
for that. But I just would like to give you some basic numbers. The
caseload on children is 43 percent of what it was in 1996.

At that time, we were spending $2.1 billion in discretionary
money for child care, $2.7 billion on mandatory funding. Under the
House proposal, that has gone up to $2.9 billion for mandatory and
$3.1 billion for discretionary programs, for a total of $6 billion.

So if you have half the kids in 1996 and you have a 22 percent
increase going into this coming year, that is a sizeable amount of
dollars per child. I think the States are doing a good job. The
States are financially stressed right now.

The difficulty is, we are fighting a war. We have a pending war,
possibly. We have economic conditions that are not the best. I
would think that a 22 percent increase is about all we can afford
at this particular point in time.

I agree that it is a tremendous investment. It is the right invest-
ment for our children. But I think going from $4.8 billion to $6 bil-
lion is a sizeable increase.

Senator ROCKEFELLER. Could I just add one point there? The
Chairman has not said no, so I am going to go ahead. Does it not
make more sense then to take that 22 percent increase which you
speak of and calibrate it so that it fully affects the number of peo-
ple who will be required to do X number of hours or X number of
work? In other words, make the reality equal the numbers. Make
the program equal the numbers that you think are going to get ap-
propriated.

Secretary THOMPSON. I would love to work with you on that. I
am sure that we could reach an agreement, Senator Rockefeller.

The second point I wanted to make on your comments is that——

Senator ROCKEFELLER. That was not heart-felt on your part.



24

Secretary THOMPSON. How do you know it was not heart-felt?
Every time I answer you it is heart-felt, Senator.

Senator ROCKEFELLER. Because if CBO, like John Breaux is say-
ing, says it is way more than that for child care, then why do you
put families under a mandate to go to a certain number of hours
Wl’llleI}? they are not going to be able to get the child care mathemati-
cally?

Secretary THOMPSON. Allow me to finish my explanation, Sen-
ator.

Senator ROCKEFELLER. Sure.

Secretary THOMPSON. The second thing is, people do not under-
stand that the core work requirement go up from 20 to 24 hours,
but the extra 16 hours is going to be left with the Governor and
the legislature in West Virginia as to how individuals comply with
it. It is going to be completely discretionary with the State of West
Virginia.

Third, the House-proposed bill reduced the requirement from 40
hours a week to 160 hours a month, which equates to 37 hours a
week. So, actually, it is a reduction from 40 hours to 37 hours. I
believe that is what the State employees work in West Virginia. I
may be wrong on that, but that is what I have heard.

So it equates to exactly what the State employees have. What I
really want, and this is going to be much more important for the
program’s success, is to require the State to have a work plan for
each individual family.

In the 13 hours, from the 24 to the 37, the States can set up pro-
grams for education, for tutoring, for whatever achieves the pur-
poses of TANF. That, to me, is the flexibility that you would want
and that the State of West Virginia would want.

If the State of West Virginia decided that in order to save money,
the parents had to accompany the children to school or to day care,
that would comply. So, there are many ways in which this proposal
that we are advancing would meet your concerns and your anxiety,
Senator.

If I was not as heart-felt as you thought I should be, I want to
tell you, I am passionate about this subject and I want to work
with you. I want to come up with a proposal that you would like
to support, Senator Rockefeller. That is what I would like to have
happen.

Senator BAUCUS. You may get what you ask for.

Senator ROCKEFELLER. I hope Mitch Daniels agrees with you.

Secretary THOMPSON. I am not going there, Senator.

The CHAIRMAN. Senator Rockefeller, I would hope that even a
Republican having a heart carries great weight with you. [Laugh-
ter.]

Before Senator Lincoln, I hope that when Senator Lincoln’s 5
minutes is up, that we could go on to the next panel. I would like
to have members submit questions for answer in writing if there
are further questions of Secretary Thompson.

Senator LINCOLN. Thank you, Mr. Chairman, and especially for
your involvement in this issue, because it is so critical to so many
of our States.

Mr. Secretary, we appreciate your willingness to come meet with
us today. Hopefully in the coming months so that we can move
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something productively through as quickly as possible. For many of
our States, that is essential.

By law, the State of Arkansas’ legislature meets only every 2
years, and by law is required to do a balanced budget for those up-
coming 2 years, so they need to know what they can expect in
terms of TANF.

As we have all said, it is largely been a success story and we
have all been a very proud part of helping to make that happen,
focusing on remaining true, I think, to the original aims of welfare
policy, which is to serve as a safety net in difficult times and to
help families become self-sufficient.

But we still have many obstacles to overcome. Although we have
gotten many off of the welfare rolls, those that do remain still face
major barriers. In our State of Arkansas, which is similar to many
other rural States, transportation and child care are absolutely es-
sential issues that we have to address or we are not going to be
able to make the strides that we all so desperately want to make
in the legislation that we are looking at. I would like us to keep
those major barriers in mind as we move forward on some of these
issues.

I just have a couple of questions, and a few comments, Mr. Sec-
retary. To Senator Snowe’s question, I would just say, as you men-
tion, that States cannot count people at 29 hours of work. Under
our bill last year, they could.

Obviously, our employment credit was a big part of that bill, and
the partial credit portion of that would allow States to encourage,
as well as reward, people for getting into jobs and reward them
even further for continuing towards good-paying jobs, which I think
is ultimately what our whole objective is, and that is independence.

So, I hope that we can continue to discuss that and look at the
possibilities of that flexibility that we do give to States.

Secretary THOMPSON. Absolutely.

Senator LINCOLN. I also would like to ask a couple of questions.
My understanding is that under current law under TANF, single
mothers who have children under the age of six get an exemption
in terms of the work hours. Under the bill that you all have pro-
posed, that is only for mothers who have children under 6 months
of age. Is that correct?

Secretary THOMPSON. One year.

Senator LINCOLN. It is 1 year? Because last year I think it was
6 months.

Secretary THOMPSON. It is 1 year.

Senator LINCOLN. One year. All right. So now mothers with chil-
dren under the age of one get an exemption.

Now, if you have a two-parent family on TANF, do both of their
work hours go towards the work hours?

Secretary THOMPSON. Yes, they do. And it is unified, which is so
much better than the current law, because the current law requires
you to keep separate records and increases the amount.

Senator LINCOLN. The only problem I have with that, though,
Mr. Secretary, is that you are requiring the single mother to meet
that same requirement of 40 hours. You are letting a dual family
combine their hours to meet that requirement. Is that correct?

Secretary THOMPSON. That is correct.
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Senator LINCOLN. Well, I do not know. I am extremely blessed
with a wonderful husband who is also a great father and a tremen-
dous help. But I have many friends that are single mothers, and
it is an enormously hard household to manage if you are going to
be required to bring to the table the same that a dual family house-
hold does.

So I just hope that we will take into consideration, when you are
looking at families, particularly single mothers, which is predomi-
nantly what we have left on the welfare rolls in my State, who
have children under the age of six, but over the age of one, they
are going to be put in some enormous constraints in terms of child
care, and not only that, but the emotional aspect.

I think we all agree to the importance of parenting in those early
years of a child’s life. I fight hard every day, with the incredible
support system I have, to get home and spend the few precious
hours I can with my children.

So I guess the question and the point I would like to make is,
as we move towards what we are trying to establish as what is pro-
ductive for getting people into the workforce and that is family
friendly in making sure that our families are going to be strong
and our children are going to be well cared for and secure—we all
ask for a 24-hour work week. We are talking, for 24 hours of that
work requirement. We did not increase the additional hours, as you
all did.

I guess I would just ask, what value does the administration
place on requiring welfare recipients to engage in an additional 10
hours of busywork that takes the majority of these recipients who
are single mothers away from their children, and is going to cost
us in additional child care?

Secretary THOMPSON. You have raised lots of points. Can I try
and address them?

Senator LINCOLN. Absolutely.

Secretary THOMPSON. First, our proposal does allow for the pro
rated credit, which the existing law does not.

Senator LINCOLN. The credit?

Secretary THOMPSON. The credit counting towards job participa-
tion. If an individual works 24 hours, anything above that is then
calculated, whereas, under existing law, a person has to have 30
hours of work or it is not counted. So, flexibility is built into our
proposal.

Second, in your job credit, we computed it out and found that it
would have some——

Senator LINCOLN. The employment credit. I am sorry. Is that
what you are talking about? Not the work requirement.

Secretary THOMPSON. Well, the work requirement is what I
talked about. Now I am going to employment.

Senator LINCOLN. All right.

Secretary THOMPSON. All right. I am trying to get through your
questions as quickly as possible before my time runs out.

The employment credit that you had, and we have computed it
out, would not really require people to work. I would like to work
with you on your employment credit, but I think there has to be
a flat bottom of at least 50 percent of people participating, or else
you are going to have a chart like the one Senator Grassley put up
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in which 57.5 percent of the people do not have to participate, and
I think that would be a mistake. So, I think we could work on that.

Third, we have found, from talking and doing a lot of surveys
with States, that dual recordkeeping on two-family households
caused a great deal of problems with the States, so we simplified
it. That is why it got down to one.

Fourth, in regards to the 13 hours, we just think that that extra
13 hours is really equivalent to what every other person has to do,
and we are trying to get the welfare recipient to look at the work
world just like you and I have to, and that is 40 hours, or in this
case 37 hours.

We are leaving complete discretion up to the State of Arkansas
to determine how those individuals could comply. Is it more school?
Is it more attending classes? Is it more job training? Is it more job
seeking? Is it more job shadowing?

Whatever the State wants, that is completely discretionary, so it
is much more flexible than the current 30 hours, which is really re-
stricted as to what you have to do to comply with that. Unless you
have the 30 hours, you do not get to count any portion of that. So
there is a lot of flexibility.

I do want to work with you. I know of your concerns on this. I
am confident that, if we work together, we can reach a very equi-
table bill that will continue to move welfare forward. I know that
is what you want, and that certainly is my passion.

Senator LINCOLN. Well, I appreciate it, Mr. Secretary. I do not
have a problem in terms of your dual reporting and making that
easier for the States. I just simply say, we do not miss the forest
for the trees. That is, the majority of the people now who are faced
with more barriers are single mothers.

Secretary THOMPSON. You are absolutely correct there.

Senator LINCOLN. If you are going to put an even heavier re-
quirement on single mothers than you do on dual-family house-
holds, I think we may find that we are not going to find the success
we have had in past years. We need to take into consideration the
actual population that we are working with now. But I appreciate
your work, and am looking forward to working with you to come
up with some solutions.

Secretary THOMPSON. Thank you.

The CHAIRMAN. Thank you, Secretary Thompson.

[The questions appear in the appendix.]

The CHAIRMAN. I have already given the background of our next
panel, so I call Mr. Hendrick, Ms. Smith, Mr. Temple, and Ms.
Waller to the table.

I would announce for the next panel, I know each of you will
have a very long statement that you will want included in the
record. That will automatically be included. Then hopefully, as per
our staff’s recommendations to you, you would summarize in the
five minutes that each of you are allowed.

Then we will go to questions, and perhaps we will probably only
have one round of questions, if that is all right with my colleagues,
because of the late hour.

I think, Mr. Hendrick, Ms. Smith, Mr. Temple, and Ms. Waller,
we will go in that order. So please start out, Mr. Hendrick.
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STATEMENT OF HOWARD HENDRICK, DIRECTOR, OKLAHOMA
HUMAN SERVICES, OKLAHOMA CITY, OKLAHOMA

Mr. HENDRICK. Thank you, Senator Grassley, members of the
committee. Thank you for the invitation to be here today.

I have been asked to share with you some of Oklahoma’s welfare
reform successes, with particular emphasis on our family-forming
initiatives, particularly as they surround the specific purpose in
TANF to promote marriage.

In Oklahoma, we hope to continue to have Congressional author-
ity to spend TANF funds for family strengthening efforts, because
research shows that child well-being is enhanced when children are
reared in two-parent families where the parents have a low-conflict
marriage.

Like many States, Oklahoma has enjoyed a variety of welfare re-
form successes. I have attached to my testimony five of them. In
summary, they are: 1) Work First initiatives have led to a 70 per-
cent reduction in our caseloads compared to where they are 5 to 8
years ago; 2) Oklahoma developed the Nation’s first tiered reim-
bursement system for child care. We believe that this tiered reim-
bursement system really is transforming child care in Oklahoma
from a custodial care environment to a developmentally enriching
experience; 3) we developed the Nation’s first electronic benefit
transfer system for child care payments, and its development is im-
proving recordkeeping, expediting vendor payments, and reducing
fraud; 4) Oklahoma has made a strong commitment to address the
substance abuse needs of TANF families which would not have
been possible in an entitlement environment that compelled the
distribution of cash to chemically-dependent parents; and 5) while
much works remains to be done, Oklahoma has a completely over-
hauled child support enforcement system that includes paternity
establishment in 90 percent of the out-of-wedlock births, a State-
wide centralized payment distribution unit, a PWRORA compliant
computer system, and significant increases in child support collec-
tions, even in a slow economy.

From my perspective, welfare reform has been an incredible suc-
cess. The governmental supports to families like accessing cash as-
sistance, employment skill development, employment barrier re-
moval by accessing substance abuse services and quality child care,
and enforcing non-custodial parent financial responsibility through
child support, are being administered better today than ever.

Unfortunately, the natural supports that come from healthy fam-
ily relationships are in poor condition. The National KIDS count in-
dicates that last year the percentage of households with children
headed by a single adult reached an all-time high of 32 percent.

While it is true that the rate of growth has slowed, the absolute
percentage has not peaked. Some scholars estimate that as many
as two-thirds of the children in America will spend some portion
of their childhood before their 18th birthday in a single parent
household.

Dr. Paul Amato from Penn State University has studied the ef-
fects of divorce on children. He is one of Oklahoma’s consulting
scholars on marriage and divorce. I recommend the book he co-au-
thored titled, Generation at Risk, where he describes the adverse
consequences of divorce on child well-being.
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Oklahoma has one of the Nation’s highest divorce rates. For the
last 4 years, we have spent TANF funds to study and develop a
strategy to strengthen marriages and reduce divorce in Oklahoma.

I wish I could tell you that we have found the precise prescrip-
tion with a statistically valid dose response protocol to strengthen
marriage and reduce divorce. We have not.

However, we are making excellent progress, and I believe that
over time our strategy and the ideas we have initiated will
strengthen the natural supports present in healthy families, extend
marital life, contribute to marital satisfaction, and ultimately im-
prove child well-being.

Since I testified here last May, Oklahoma’s baseline research on
marriage and divorce has been published. It is available online at
okmarriage.org. To our knowledge, it is the Nation’s first com-
prehensive state-of-the-art Statewide survey on marriage and di-
vorce.

The research was completed in partnership with Oklahoma State
University’s Bureau for Social Research. The survey consisted of
123 questions delivered in approximately 15-minute phone inter-
views with more than 2,000 Oklahoma households, with a margin
of error plus or minus 3 percent.

We intend to measure the effectiveness of our efforts over time
to see how the indicators selected for evaluation changed from the
published baseline.

A lot is known about relationship-enhancing skills. Speaker/lis-
tener techniques can reduce conflict and grow commitment. Learn-
ing forgiveness can heal irreconcilable differences. Habitually con-
structing positive shared experiences can grow friendship and com-
bat loneliness that might otherwise cause a relationship to atrophy.
These skills are teachable and we believe the demand exists for
this service.

Our strategy has been to build the supply side of the equation
by developing a network of trained workshop leaders to develop a
12-hour curriculum called PREP, the Prevention and Relationship
Enhancement Program.

PREP has been used in all branches of the military for over 12
years. It is research-based and is easily accessible to a wide variety
of audiences and settings.

Today we have trained approximately 550 workshop leaders to
provide this service, with workshops now present in local health
and social services departments, community-based youth and fam-
ily service agencies, the OSU Cooperative Extension program,
churches, synagogues, Head Start agencies, high schools, and uni-
versities.

Our intention is to continue to strengthen this network of pro-
viders so that couples in Oklahoma, particularly low-income fami-
lies that desire this service, will find workshops in their local com-
munity.

The training for workshop leaders and referral sources include
information about identifying substance abuse risks, screening for
domestic violence, watching for couple issues better served by indi-
vidual counseling, and the development of skills for making refer-
rals to other programs more specifically designed to deal with more
intensive couple challenges. The Oklahoma Coalition Against Do-
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mestic Violence plays an active role in our training sessions and
strategies.

Oklahoma has demonstrated its ability to implement welfare re-
form. We believe our strategy to strengthen marriages and reduce
divorce will be effective. What else should be done?

I am attaching to my testimony three family strengthening ideas
that I think are worthy of further effort and support by Congress.
They are, first, find a solution to the marriage penalty and benefit
programs. Number two, authorize the use of up to 5 percent of a
State’s child support enforcement budget for non-custodial parent/
child visitation programs, fathering programs, and non-custodial
parent employment programs. Three, create new funding for two-
parent family forming initiatives at childbirth.

I hope you will consider them as we build on the successes we
have all enjoyed in welfare reform. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Hendrick.

[The prepared statement of Mr. Hendrick appears in the appen-
dix.]

The CHAIRMAN. Now, Ms. Smith?

STATEMENT OF MARILYN RAY SMITH, DEPUTY COMMISSION
AND IV-D DIRECTOR OF CHILD SUPPORT ENFORCEMENT DI-
VISION, MASSACHUSETTS DEPARTMENT OF REVENUE, BOS-
TON, MASSACHUSETTS

Ms. SMITH. Good morning, Mr. Chairman, members of the com-
mittee. Thank you for the opportunity to appear before you today.

I would like to address two main areas: first, the improvements
in the child support program in recent years, and second, further
enhancements that will build on the success brought by welfare re-
form. My written testimony contains additional details.

Welfare reform of 1996 contained the most far-reaching provi-
sions in the history of the child support program. At its heart is
the extensive use of automation so that action to collect child sup-
port can be taken on thousands of cases at a time.

It required States to collect new hire information so that wage
assignments can be transferred as soon as a non-custodial parent
changes jobs, to seize bank accounts and revoke driver’s licenses for
failure to pay support, and to streamline procedures for estab-
lishing paternity.

These changes have brought about significant improvements in
paternity establishments and child support collections. In 1994,
States established paternity for about 660,000 children. Since then,
the numbers have steadily increased so that now paternity is es-
tablished for approximately 1.6 million children per year, for a
total of 10 million paternities since 1994.

Collections have also gone up, rising from $8.9 billion to $19 bil-
lion from 1993 to 2001, an increase of 113 percent. Most of the
growth in collections has been for the families that we set out to
help. In the 3 years from 1999 through 2001, collections for former
welfare families saw a 65 percent increase. These families received
a total of $19.5 billion to supplement their paychecks.

The real impact is the difference that these collections have
made for individual families when a child support check appears
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out of the blue in the mailbox of a custodial parent who has not
received a payment for years.

I will give you just three examples. A North Dakota mother—
owed $50,000 for 10 years of non-support—unexpectedly started re-
ceiving regular payments as a result of a data match that found
her former husband’s employer in Hawaii.

A Massachusetts multi-state bank data match found $120,000 in
an Alabama bank account belonging to a father serving a 20-year
prison sentence in Texas. He had left behind three former welfare
families.

A Washington State businessman paid $96,000 to get his pass-
port back so he could abroad on business, when a data match with
the State Department finally caught up with him.

None of these collections would have been possible prior to wel-
fare reform. In spite of these accomplishments, there is much more
to do. TANF reauthorization gives us an opportunity to build on
these successes.

I have five recommendations for your consideration today, and
there are others in the written testimony.

First, provide incentives for TANF and Medicaid workers to get
more child support information from applicants for assistance. Reg-
ular child support payments can provide up to 35 percent addi-
tional income to a mother leaving welfare to work, making her
three times less likely to go back on welfare than a mother who re-
ceives no child support.

Establishing a medical support order can lead to coverage by the
father’s health insurance plan, saving millions of dollars in Med-
icaid costs. Last year in Massachusetts, child support efforts re-
sulted in $43.5 million in Medicaid savings, and there is more to
come.

Even so, many mothers do not provide enough information about
the father for support information to go quickly forward. Following
the maxim that “what gets measured gets done,” an initiative that
tracks TANF and Medicaid case workers’ results in persuading
mothers to cooperate would pay huge dividends by further reducing
welfare rolls, increasing child support collections, reducing Med-
icaid costs, and helping families to become self-sufficient.

Second, expand support for responsible fatherhood initiatives.
There is no longer any debate that responsible father involvement
is good for children. The only question now is how to achieve it.

About 80 percent of unwed fathers are romantically involved
with the mother at the time of the child’s birth. A few years later,
all but 25 percent have drifted away. A job and the ability to pro-
vide financial support are critical to keeping these connections.

Child support agencies have teamed up with responsible father-
hood programs and corrections officials to work with low-income fa-
thers. We find that these fathers need work supports similar to
those that low-income mothers currently receive, such as job readi-
ness and job search assistance.

Currently, we can order fathers to look for a job or risk going to
jail, but there is no mandate for workforce development programs
to provide services to help them find one.

When provided, these supports produce results. Payment compli-
ance for one federally funded demonstration fatherhood program in
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Boston for young fathers saw child support compliance rise from 11
to 57 percent.

Funded by another Federal demonstration grant, our case work-
ers regularly go to jails and prisons where they meet with inmates
wanting downward modifications or to establish paternity.

Many of these men comment with deep emotion on what father
absence has meant in their own lives, and how a connection to
their children grounds their commitment to not becoming repeat of-
fenders.

Six hundred thousand ex-offenders return to America’s commu-
nities every year. Most are, or will become, fathers and their chil-
dren are at risk of welfare dependency.

Because the Federal Government provides funding to child sup-
port, criminal justice, and workforce development agencies, Con-
gress should look for ways to require these agencies to pool re-
sources to reduce recidivism and promote parent responsibility.

Third, simplify rules for distributing child support collections.
Since its beginning in 1975, the mission of the child support pro-
gram has evolved from recovering welfare costs to promoting self-
sufficiency. The current distribution rules have not fully caught up
with this change in mission. In addition, they are complex, costly
to administer, and difficult to explain to families.

Since 1996, the national child support community has worked to-
gether to develop a proposal to simplify these rules. This proposal
was passed by the House of Representatives in 2000 and was in-
cluded in bills sponsored last year by Senators Snowe, Kohl, and
others.

It has flexibility and options that would give States the ability
to take into account their different funding structures, their var-
ious budget situations, and timing for reprogramming computers.

The fourth request is to require multi-state banks to honor levies
from other States, or, in the alternative, to authorize the Federal
Office of Child Support Enforcement to take action to seize and
freeze these accounts that delinquents have in out-of-state banks.

In the age of electronic banking and ATMs, the physical location
of a bank no longer controls where people place their funds, so we
should not allow a delinquent to avoid child support by banking in
another State, while enjoying the convenience of nationwide access
to these funds.

Fifth, and finally, make it easier to intercept insurance settle-
ments. One way is to require insurers to check a secure web site
before making a payment to see if there is an outstanding child
support debt.

Another way is to require insurers to report settlement informa-
tion to the Federal Office of Child Support Enforcement, which
could report the information to States. Massachusetts has collected
more than $20 million under the first method.

These remedies build on our successful use of automation and
our collaborations with banks and insurance companies. We have
found these entities to be very cooperative as long as we make the
interface simple and quick. The Federal Office of Child Support En-
forcement is ready to work with States to come up with workable
solutions.
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In conclusion, the child support program is involved with more
children for a longer period of time than any other program but
education, giving us a unique opportunity to affect families whose
children are the most vulnerable.

I would like to thank you on behalf of my colleagues for your
support, Mr. Chairman, members of this committee, and Congress
for your leadership and your support of the work that we do to en-
sure that America’s children receive child support on time and in
full. Thank you.

The CHAIRMAN. Thank you, Ms. Smith.

[The prepared statement of Ms. Smith appears in the appendix.]

The CHAIRMAN. Mr. Temple?

STATEMENT OF LARRY TEMPLE, DEPUTY EXECUTIVE
DIRECTOR, TEXAS WORKFORCE COMMISSION, AUSTIN, TEXAS

Mr. TEMPLE. Good morning, Mr. Chairman and members of the
committee. I want to thank you, on behalf of the State of Texas,
for this opportunity to share our welfare reform successes and our
ideas regarding TANF reauthorization.

The Texas Workforce Commission is charged by State law to pro-
vide workforce services to Texans receiving welfare in all of our 254
counties. These services are provided through a network of 28 local
workforce development boards and are designed to assist our cus-
tomers in leaving welfare by getting a job.

The revamping of welfare has been a journey of learning for the
State of Texas. I believe the President’s proposal continues this
journey in a way that builds on what has been successful. We do
not believe that this is the time to take a step backwards.

If we look back at the old AFDC Jobs program that has been dis-
cussed earlier in testimony, we find and see that this was an im-
portant step toward personal responsibility. It required engage-
ment for at least 20 hours a week in some type of activity. The
focus was on training and education. Although well-intended, there
was no real expectation of employment in this program.

I think we learned our lesson. PRWORA, under the TANF pro-
gram, expanded on the concept of personal responsibility by in-
creasing the number of hours and focusing them more on work.

What have we learned? Well, that work works. When you
strengthen work requirements, more people leave the rolls due to
employment. Particularly, any service delivery model that does not
include employers will not be successful.

Given this experience, I do not think we need to return to what
did not work, the old Jobs program design. The data shows that
when the focus on work is strengthened, participation rates are in-
creased, and employers are included, we move more people into
work. This holds true for Texas, and I believe will so for the Na-
tion.

The President’s proposal draws from this experience. It increases
the core hours from 20 to 24, and makes them more work focused.
The non-core hours are increased from 10 to 16 and gives States
even greater flexibility.

To ensure adherence to this design, progress will be measured by
participation rates. The President’s proposal recalibrates how
States are held accountable by increasing the rate to 70 percent
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over a 5-year period, and gives States credit for employment. I am
confident that we can achieve the new measures.

This confidence is based on our recent experience in Texas of in-
creasing the number of people meeting work requirements in our
own program. This initiative resulted in a 51 percent increase over
an 18-month period of those meeting the work requirements, and
we did it by putting people to work.

A similar challenge is before us in the President’s proposal. I find
comfort in knowing that we have done something like this before.
The Texas model is also work focused. Part of the model that we
have is a requirement that individuals entering our employment
program, the Choices program, be employed within 4 weeks or be
placed in a community service activity. We believe that this com-
munity service component is the best method for us to be able to
identify and serve our hardest-to-serve caseload.

On average, only 10 percent of those engaged in our activities in
any given month are actually in the community service placement,
but we still see it as an important component of our design.

Some discount the value of community service placement. From
a personal perspective, I believe this activity, whether you call it
community service or workfare, has great value.

As a teenager during the Depression, my dad left home to par-
ticipate in a workfare program. It was called the Civilian Conserva-
tion Corps. Dad left his Mississippi farm to earn money building
State parks, and these parks are, in large part, still being used
today.

That money he sent home, if I have heard it once I have heard
it a thousand times, literally helped save the family farm. Although
he did not end up in construction, he told me that this experience
served him well throughout his life. I believe that crafted right,
this type of activity, community service, will, and does, have a lot
of merit.

A Work First program has served Texas well. We have been able
to place more people in jobs than ever before. As a result, the De-
partment of Health and Human Services has recognized Texas 3
years in a row as a high-performance bonus State for employment.

Our program, we believe, has weathered the storm. During the
last 2 years of economic downturn and amid high unemployment,
we have not only been able to be successful in placing our TANF
customers in jobs, but have increased those numbers each year.

These jobs, on average, have paid $7.20 per hour. At full-time,
a $7.20 per hour job, combined with the Earned Income Tax Credit,

uaranteed child care, Medicaid, and food stamps, totals nearly

%30,000 per year. I think I have a handout in your package that
shows this comparison. This is clearly above—nearly double—the
Federal poverty line for a family of three.

We believe we have a good alternative to welfare: it is a job.
Many have challenged the Work First approach, charging that pre-
employment education and training are the missing elements for
successful reform. Instead, we found that a good job reference has
been the missing element. First customers need to be hired. Once
employed, we work with them and their employers to increase re-
tention and advancement.
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This model is working for Texas, and I think it will work with
the President’s proposal as well. Again, thank you for this oppor-
tunity.

The CHAIRMAN. Thank you, Mr. Temple.

[The prepared statement of Mr. Temple appears in the appen-
dix.]

The CHAIRMAN. Now, Ms. Waller?

STATEMENT OF MARGY WALLER, FELLOW, THE BROOKINGS
INSTITUTION, WASHINGTON, DC

Ms. WALLER. Mr. Chairman and members of the committee,
thank you for inviting me today. My name is Margy Waller. I am
a Visiting Fellow at Brookings, where my research focuses on wel-
fare and low-income working families.

I am honored to be here today to say that there is much to be
pleased about regarding what has happened as a result of the 1996
law, much to be concerned about regarding the administration’s
proposal for reauthorization, and finally, much to be hopeful about
regarding this committee’s consideration of reauthorization.

In the last year, my work has taken me to a number of States
to discuss this issue. Almost everything I learned on those trips
supports the research findings that I summarized in my written
testimony.

But I want to focus on two very important outcomes of the wel-
fare law that need to be protected as part of reauthorization. First,
States now spend over 60 percent of their block grant funds on
services like child care, much of it for working families not on wel-
fare. That is because the 1996 law guaranteed the funding level for
block grants and caseloads have dropped by more than half, so
States are able to invest the savings in services like child care.

Keeping the promise not to cut the grants when caseloads decline
has made it possible for States to make a down payment on the so-
cial contract that pledges that working families will not live in pov-
erty.

By the time welfare reauthorization discussions started, there
was a real sense of pride in the fact that we had turned a corner
and moved, as a society, not just in the direction of valuing and
even requiring work, but spending a good portion of the funding on
fulfilling that social contract.

The second benefit of the significant drop in the caseload is that
it ensures that States can design individualized programs for par-
ents to prepare for work. This is so important.

It is much more flexible under the current law than this morn-
ing’s discussion of hours really made clear. It is not about the
hours and the numbers as much as it is about what the formula
creates in the way of flexibility. It is current practice much more
than a discussion of the hours.

The current system is flexible enough to allow a case worker to
sit down with a parent and design a participation plan that makes
the most sense for her and her family, no matter where she lives,
no matter what their personal circumstances is.

TANF administrators I meet are proud of their ability to provide
child care, transportation, and training. Proud of the work they
have done to design programs that meet the needs of families in
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large cities, small towns, rural, and urban areas. That is why there
was such surprise when the administration unveiled its proposal.

There are two things I have concluded about this proposal to in-
crease work requirements. First, despite what we heard this morn-
ing, I believe flexibility will disappear.

The only way for States to try to meet all of the proposed ele-
ments of the new participation rates will be to create one-size-fits-
all unpaid work programs. The problem is pushing all of the levers
at once, participation rates, increasing individual hours, and lim-
iting the definition of countable activities.

Second, services to core working families will be wiped out as
States spend their block grants creating and administering these
work programs. If I were a State administrator or a Governor, I
would be hurt.

The State and local decision makers and managers have worked
hard to transform a check writing safety net program into a flexi-
ble job preparation, placement, retention, and advancement system.

There is still lots to be done, and State budget problems will not
help. But the administration’s proposal makes it seem like the
States have done something wrong and now need more direction
from the Federal Government.

Of course, proposing more mandates might make sense if there
was research evidence to support the plan, but there is not. Even
the Michigan paper recently cited as new data in support of the
plan did not really evaluate work hours or countable activities.

One other thing. It is sometimes said, and was this morning,
that the administration is more than doubling the amount of
money per welfare family than we were spending in 1996. Yes, it
is true. If you spread all of the child care and block grant money
acr}(;ss only the families who are getting a welfare check, that is
right.

But the great thing is, we do not need to spend that much money
on each family under our current flexible system. Instead, States
are spending much of the money on supports like child care and
transportation for working families who do not get welfare. If
States have to create expensive workfare programs, these supports
will collapse.

Last year, a bipartisan group from this committee came together
to create a reauthorization proposal. I have written lots of good
things about that bill, and you can read more in my written testi-
mony.

But I cannot resist mentioning one item now. Those who know
me will not be surprised. Thank you, especially Senator Jeffords,
for noting the critical need for targeted help with transportation
barriers.

My most important message is this. Dictating work programs to
States is unnecessary when so many parents are already partici-
pating in work-related activities in ways that do not meet the re-
porting requirements to the Federal Government, but they are par-
ticipating.

Increasing participation requirements would force States to be
unmindful of the needs of working families. That would not be for-
ward progress. It would be like returning to the past. It did not
make sense before 1996 to help only welfare recipients with child
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care while leaving poor working families to struggle on their own,
and it does not make sense now either.

Thank you.

[The prepared statement of Ms. Waller appears in the appendix.]

Senator BAucus. Thank you, Ms. Waller.

Who wants to take issue with what she said? I mean, it is a pret-
ty strong statement, basically that this is not going to work, the
administration’s proposal, unless we have some more money. Also,
it is not very flexible, in fact, just the opposite.

You heard her testimony. I do not want a big debate here, but
the goal here is to find the truth. So maybe some of you could shed
light on a couple of things. Mr. Temple, what do you have to say
about what she said? To me, it sounds like we are going to need
a lot more money than is proposed.

Mr. TEMPLE. I think the key is going to be, we are going to have
to serve more people. There is absolutely no doubt about that. But
to meet these requirements, the full engagement proposal, I think,
is probably the one of most value that I see from a State perspec-
tive.

Senator BAucus. I am sorry. What is that, again?

Mr. TEMPLE. The concept of full engagement or requiring States
todactlively be engaged and required to serve each and every indi-
vidual.

I think the second component that is going to be necessary is
that we get an employment credit. In the State of Texas, we are
meeting the hours that we are meeting by putting people to work.

And you do not have to work very long to leave the rolls. So, in
essence, under the current law, we could put everyone to work and
leave the rolls tomorrow, and we would be out of compliance with
the current participation rate requirement calculations.

So an employment credit, we think, is the right way to go. We
think it would direct programs in the direction of getting people off
the rolls.

Senator BAucus. I do not understand employment credit. Do you
mean a tax credit?

Mr. TEMPLE. No, sir. A credit for putting people into work as a
countable activity after they have left the rolls, because we could
get someone a job very quickly, but once they are gone we are not
able to count them in that participation rate calculation any longer.

Senator Baucus. That is along the lines that Senator Lincoln
was suggesting, you might recall.

Mr. TEMPLE. Yes, sir.

Senator BAucus. It is my understanding, I am told here, under
the Texas equivalent of the CBO estimates it would cost Texas
alor&e ?about half a billion dollars to implement. Have you seen that
study?

Mr. TEMPLE. Yes, sir, I have seen that.

Senator BAUCUS. And does that sound like it is in the ballpark?

Mr. TEMPLE. It is a little higher than some of the numbers that
we had in our analysis.

Senator BAucUS. It would cost more?

Mr. TEMPLE. It would. It would cause us to spend more money
on the program, yes, sir. But we believe that, by setting the prior-
ities at the State level, that we would be able to meet those re-



38

quirements. That is not to say we could not use more child care,
always.

Senator BAucus. That is my next question. How much more do
you think is reasonably appropriate for child care?

Mr. TEMPLE. There are two issues on the child care. There is
enough flexibility within the current law and the proposed law to
give States the ability to work their caseload, if you will, to work
their at-risk population, the working poor caseload in the child
care, and make sure that you have got slots available. The danger
of that, is that you eventually end up with an all ex-welfare child
care program.

Senator BAucus. I am sorry, I do not have a lot of time here. 1
want to get to the flexibility issue.

Ms. Waller, where precisely do you see less flexibility, again,
please?

Ms. WALLER. I think you have to compare the way the current
law works, given the participation credit that applies to the States
that has made it really possible for States to decide, on an indi-
vidual basis, what would be best for this person, this parent, com-
pared to the proposal which is much more prescriptive.

Se;nator Baucus. And the prescription is where? Where, prescrip-
tive?

Ms. WALLER. The proscription is in the definition of activities
and the number of hours that the individual has to participate in,
and the requirement on the States.

Senator BAucus. All right. Give us an example, please.

Ms. WALLER. Well, under current law, because you have the com-
bination of the caseload reduction credit with the other levers in
the participation rate, it is possible to decide that a particular
mother, because she is seeking to leave a home where there is do-
mestic violence, needs some time to find a safe place to do that be-
fore you require her to work.

Under the proposed law, given all of the pieces put together, a
State would be out of compliance pretty quickly if they applied that
kind of flexibility to a number of individuals.

Senator BAucUS. I am just trying to determine, do any of you
dispute what she said? I have already spoken to Mr. Temple. Mr.
Hendrick? It sounds like there is less flexibility under this.

Mr. HENDRICK. It depends. What is hard to know here, is I do
not think that anybody, to my knowledge, anyway, has taken what
States are presently doing and applied the administration’s for-
mula to it in terms of partial work credits. At least, I am not aware
of it if they have.

The administration’s argument is that, well, we are going to give
more flexibility because we are going to give partial credit for folks
who do a certain amount of work, say, 29 hours, which you do not
get any credit for presently.

Well, to my knowledge, nobody has taken the data of what States
are presently doing and said, if we had partial credit for what you
are presently doing, would you comply or not comply? How far out
of balance would you be?

But I think the point is still valid. If we are going to have more
work requirements in place, there are going to be costs for those
persons that are doing those work activities. When you start spend-
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ing money on those persons, the cost to service those persons is
going to go up.

Senator BAucuUs. Should the States have the same flexibility
they now have? Should the States have less, or more, generally?

Mr. HENDRICK. Everybody is for more flexibility.

Senator BAucus. Therefore, you do not think anything we enact
here should inhibit States.

Mr. HENDRICK. We are all for flexibility. The question, really, is
whether or not the administration’s flexibility proposal is more or
less flexible than the present law.

Senator Baucus. All right. But your view is that this Congress
should not enact legislation that is less flexible.

Mr. HENDRICK. We need flexibility.

Senator BAUCUS. Should there be more flexibility than currently?

Mr. HENDRICK. In my comments, the attachment that I have
made, actually would suggest—for example, in child support. Pres-
ently, the rules under child support require, basically, the dollars
that are in that budget are very proscriptive in terms of how you
can spend that money.

What I am suggesting, is that there be some flexibility in how
that money is spent. It could still count against your cost effective-
ness. In other words, for example, the way the formulas work, you
take all your costs and you divide them by what you collect, and
you get a cost effectiveness formula. I would say that it would be
all right for us to be able to spend up to 5 percent. Right now we
cannot spend any without a waiver, and then you have to get into
all the accounting of a waiver.

But if you had a little bit of flexibility in the child support pro-
gram, for example, in how you spend it for some of the programs
that Ms. Smith mentioned, if a State wants to spend some of their
money that way, have a little bit of flexibility, have it count against
their cost effectiveness, if they believe they can collect more child
support, why should they not be able to do that?

Senator BAucUS. My time has expired. Thank you.

The CHAIRMAN. I am going to start with Director Hendrick. We
have several members of the Senate, and I am only going to name
three, Senator Bayh, Senator Domenici, and Senator Santorum,
that are very much interested in promoting responsible fatherhood.

The House-passed bill has $300 million for healthy, stable mar-
riage promotion, and also then $20 million in that same bill for
community efforts to promote responsible fatherhood.

Do you believe, Director Hendrick, that there should be a respon-
sible fatherhood aspect to programs that promote healthy mar-
riages? Would you anticipate coordination between those programs
in your State of Oklahoma, for instance?

Mr. HENDRICK. I think what I see, is the opportunity really is
some of the same things that Ms. Smith actually mentioned earlier,
and I have also included in my comments as well.

There is a window of time. The research shows, as she said ear-
lier, 80 percent of fathers are engaged at the time of birth, but they
are gone after a year.

What I have suggested that we look at, which is also what we
have been very successful with in terms of paternity establishment,
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you get voluntary paternity establishment around that same period
of time.

If you could get moms and dads, whether married or not, to get
some curriculum together before childbirth so that they could ap-
preciate the gravity of their responsibilities, reduce conflict in their
relationship, whether they ever marry or not, that is a great thing,
I think, for the kids in the long run.

In some cases they may get married, in some cases they may not
get married, but at least the conflict that often happens between
separated parents can be reduced.

So to specifically answer your question in terms of fatherhood,
that is part of fatherhood, is being responsible in terms of having
some kind of a healthy relationship with your child’s mother.

The CHAIRMAN. All right. As I understand it, when Governor
Keating was in office, he launched your marriage initiative because
Oklahoma’s economic researchers concluded that Oklahoma’s high
divorce rate was having a negative impact on the economy. I think
that I have indicated some research that single mothers are five
times as likely to be poor as those in two-parent families.

Could you elaborate further on the relationship between poverty
and divorce in single-parent families?

Mr. HENDRICK. Yes. Actually, what happened in that case, was
Governor Keating actually asked some economists from the Univer-
sity of Oklahoma and Oklahoma State, did not ask them about
marriage or divorce, or child abuse, and those other things.

He asked them, what are the things that are going to take to
make our economy better? They volunteered in their report that
Oklahoma’s high divorce rate was actually contributing to the fact
that Oklahoma had a low per capita personal income. So, that was
one of the really motivating factors for him in terms of saying, we
need to do something about marriage because it is a drag on our
economy.

The CHAIRMAN. Director Hendrick, again, roughly on the same
subject, because you have dealt with it more so than maybe other
States have, why do you think that marriage promotion policies are
controversial? And if they were controversial in your State, how did
you deal with it?

Mr. HENDRICK. Well, I think that sometimes people have the
misunderstanding that you are going to make people get married
or you are going to make people stay in marriages that are unsafe,
or those kinds of things. That could not be further from the truth.

We have actually participated very strongly with our Domestic
Violence Coalition in our State. We are not interested in having
people stay in violent situations or get hurt.

But what we think is true, we have tried to focus really on the
skill piece. If people have the skills to engage in speaker/listener
techniques, it creates an environment where each partner can feel
safe to talk about things that they sometimes would not talk about
that they need to talk about.

Things like that, learning forgiveness, learning those basic skills
that really make relationships healthy, I think, people are very
supportive of the idea that you are going to do things that are skill-
based that is not a threat to them. You are not compelling them
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to make a choice that is unhealthy, you are just really facilitating
their ability to be healthy.

The CHAIRMAN. Ms. Smith, receipt of child support is a key to
staying off welfare. Could you comment further on how receiving
child support funds contributes to families formerly on welfare suc-
cessfully making the transition off welfare?

Ms. SMITH. Well, with the knowledge that child support is going
to be a steady source of income, it gives custodial parents more im-
petus to take the risk of going to work and making the sacrifices
that that entails.

I think it also contributes to the fact that both parents are sup-
porting the children, and that, in all respects, creates a more stable
environment for all involved.

The CHAIRMAN. Senator Jeffords, let me follow up on this point
and then I will call on you.

I think, in your testimony, you made a point about families who
left welfare, if they had received regular child support, had about
35 percent additional income. My question is, is that an average
per family? Do you know the average percent of a family’s budget
receiving child support from non-custodial parents?

Ms. SMITH. The number, as I understand it, is based on taking
the pool of families who receive child support, not including in the
formula the families who do not receive any child support. It is
only those who do receive child support.

With respect to how much of that is part of their budget, I do
not have that information at my fingertips, but I am sure we could
try to locate it.

The CHAIRMAN. All right. Thank you.

Senator Jeffords?

Senator JEFFORDS. I guess I have a more general one. I talked
earlier with the Secretary about the importance of early childhood
education. I wonder what goes on with respect to the welfare situa-
tion. Is there any special emphasis or any availability of early
childhood development?

I just came back from France not too long ago, where they start
at age two with their young people. Most other countries start with
three- and 4-year-olds, 5-year-olds. Is there any special emphasis in
the welfare area to ensure that the early childhood education is
emphasized? I guess the answer is no.

Mr. HENDRICK. I think in Oklahoma it is very much emphasized.
I mentioned this briefly in my comments, but it is more detailed
in the attachment. We created a tiered reimbursement system.
What that means, is we grade child care and we reimbursement
the child care vendor based upon the quality of that care.

So, there is no difference in co-pay to the family, but if they will
take their child to a three-star child care center, which is our high-
est rating, which would be a nationally accredited child care center,
we will pay that child care a higher rate.

There is a big commitment to fund the educational level of the
workforce that delivers child care. The number one predictor of
early childhood learning is maternal education.

So, the education of the surrogate mother, when the child is
there all day, is very important. If that child care workers does not
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have a well-developed vocabulary, you are not going to have good
early childhood experiences for that child.

So, we have a program. We have had it up for two years. Last
year we were at 1,000, this year we have 1,300, child care workers
who enroll on 2-year college campuses to get enhanced training. So
we are making a very strong commitment in our quality initiative
to improve the academic training levels of persons who work in
child care centers.

Mr. TEMPLE. Senator, in Texas we have a State law that man-
dates a premium reimbursement to those who reach an accredita-
tion standard. We call them “Rising Stars.” So, the local boards set
a premium reimbursement to those providers that achieve that des-
ignation.

Ms. WALLER. Well, Senator, just from a national perspective, I
just want to point out that I think there is a lot of desire to do as
you suggest, to focus more on early education and not just child
care. But I think there is a lot of stress on the system. It would
come back to the cost question.

There was a CBO estimate last year that we have not discussed
here this morning, but that said that about $5 billion more would
be needed just to stay where we are in providing child care, and
we are already so far from meeting the needs of low-income work-
ing families.

That makes it very difficult for States and local governments to
focus on early education when they are just worried about keeping
kids in a safe place, as many of them as they can.

Mr. TEMPLE. Set-asides that cut into our ability to provide child
care are really detrimental to those waiting lists that we are all
looking at. So for any quality initiatives, we would be opposed to
a set-aside that would come out of our ability to provide care. But
at the same time, we would recognize the need for quality dollars
separate and apart from the provision of child care dollars.

Senator JEFFORDS. Ms. Smith?

Ms. SMmITH. Child support does not get connected to child care,
so I am afraid I cannot comment. It sounds the same, but they are
real different.

Senator JEFFORDS. No, I understand. But, as we have learned,
the most important ages to start are in the 3-, 4- and 5-year-olds.
Child care does not necessarily mean much more than custodial
care, and that worries me as to whether we should try to nationally
put more emphasis on ensuring the education, especially for those
on welfare, and have what is necessary.

Ms. SmiTH. Well, certainly one of the things that we have seen
in our responsible fatherhood programs is the importance—and just
building on the comments of Mr. Hendrick—of working with young
fiathers so that they have better skills in taking care of their chil-

ren.

To the extent that they develop those skills, it will actually foster
not only their paying more child support, but also doing a better
job of getting along with the mother, because they start to place
the child at the center and not their own needs. The hallmark of
a good parent is that the child’s needs come first.

To the extent that we do get involved with welfare families, both
mothers and fathers, and having them be tuned in to early child-
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hood issues, I think it is extremely important, particularly for
young, unwed fathers.

Unlike divorced fathers, many times they have not lived in the
household with the baby during its infancy, and they do need some
training in how to care for a child, how to play with it appro-
priately, and what kind of activities are safe. I think, again, invest-
ing in some resources for strengthening responsible fatherhood will
pay off big dividends in the long run.

Senator JEFFORDS. Thank you.

The CHAIRMAN. Thank you, Senator Jeffords.

I have just a few more questions. Mr. Temple, in regard to in-
creasing work requirements—and I think you spoke favorably
about the President’s proposal, do you anticipate that these in-
creased work requirements should lead to an increase in child care
costs as States, in order to comply with these increased work re-
quil:)ements, as they need to move more parents into work activi-
ties?

Mr. TEMPLE. As I stated earlier, the requirement will mandate
that we serve more people, and that will mean that more people
will need child care. For us to be able to balance the number of
welfare recipients needing child care against our working poor pop-
ulation, it is going to be a very tricky case to make that we would
not need more child care to hold the working poor budget harmless.

We believe that we can minimize that to the degree that we can
work the intake on one side as the other one is coming in, but it
is going to be hard to hold the at-risk population, as we call it, the
Workling poor population, harmless with the increased number of
people.

So, any child care that we could get would certainly go a long
way to helping that. As we understand H.R. 4, it goes a long way
in helping alleviate the strain that we think it would have on the
child care program.

The CHAIRMAN. Considering the fact that there has been some
criticism of the President’s proposal that it would, at 40 hours,
force States to adopt more workfare, and considering the fact that
most States have not adopted a workfare program, could you com-
ment on whether or not you believe the President’s proposal would
force the States in the direction that Texas has chosen to go al-
ready?

Mr. TEMPLE. Beginning July 1, we implemented something very
similar to this as what the core hours would be. Basically, it is
working on community service or work experience, or on-the-job
training, not allowing things such as vocational education to count
towards the first 20 hours.

If you were not in one of those other four within 4 weeks, then
you had to go into community service, workfare, whatever one
would call it. We call it community service.

What we found was, pleasantly, and as we anticipated, we in-
creased the number of people each month that went into work.
Overall, that community service placement is less than 10 percent
of the people we have actively engaged in any month.

We see it as a very valuable tool to identify people who we have
given all the support we give in the job search in that first 4
weeks. If they are not able to find a job by then, we believe that
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we have identified a hard-to-serve population and we are able to
monitor them more closely in community service.

I do not believe that it will be widespread panic, people having
to use workfare to meet the numbers. I think if they concentrate
on the employment aspect of it and the flexibility of the 16 hours,
they will easily be able to make those numbers.

The CHAIRMAN. Thank you.

Ms. Waller, I would like to have you comment about your view
of the President’s proposal for universal engagement, which, as I
understand it, would ensure that every family receiving assistance
has a plan for self-sufficiency.

Ms. WALLER. Thank you, Mr. Chairman. The proposal for uni-
versal engagement is one that I think a lot of States are already
trying to pursue, and there is a lot of bipartisan agreement to move
in the direction of universal engagement.

As I think has been suggested here this morning, it is one of the
ways we can move yet further in the direction of focusing on par-
ticipation in activities that lead to work, and that is a good thing.

I just want to stress that I think States are already actually
doing a great deal to engage people, more than is reflected in the
numbers that were shown here this morning. That is because
States do not have to report to the Federal Government all of the
hours that people on the caseload work in activities that may not
fit the Federal definition by number of hours that they are working
in total, or the specific activity they are working in.

I would suggest that, given the success we have had so far, there
is no reason to change the rules on that regard. We can perhaps
institute the universal engagement proposal, but to say then be-
yond that exactly what people have to do for their engagement, and
for how many hours, does not really make sense.

The CHAIRMAN. I think my next question to you, Ms. Waller, you
probably made somewhat clear during your opening statement. But
let me ask specifically, in regard to the work requirement and the
chart we had up here of zero hours of activity in some instances.

Do you think that the bar is high enough for States in terms of
working with clients in order to engage them in meaningful activi-
ties? Do you think it is reasonable, as Congress looks to make im-
provements in current law, that we address some of our examina-
tion around issues associated with the work requirement?

Ms. WALLER. I think the thing you have to be careful with is
thinking how all of these pieces fit together. That is, if you increase
the work participation rates, then all of the research that I have
seen suggests you have to actually make it more flexible in terms
of what activities count and how many hours count or the States
will not reach the point of getting to a higher participation rate
than 50 percent.

It is true that right now, under the Federal countable hours and
what gets reported to the Federal Government, while States only
have to meet a 5 percent participation rate, they are actually at 30
percent.

If you ask them about other kinds of engagement, it goes all the
way up as high as 60 percent or more. So they are already doing
a lot, but that is in a world where you are only counting how many
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people are working and not how many hours, or in what activity.
So just be very careful about how all of those pieces fit together.

The CHAIRMAN. All right. That is the end of my questioning. 1
thank all of you for participating.

I might remind you, as I think I did Secretary Thompson, that
even members who were not here today may have some questions
to submit for answer in writing. I would appreciate a response in
a couple of weeks.

Thank you all very much.

[The prepared statement of Senator Thomas appears in the ap-
pendix. |

[Whereupon, at 12:27 p.m., the hearing was concluded.]






APPENDIX

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HOWARD H. HENDRICK

Good morning, Mr. Chairman and members of the committee. Thank you for the opportunity to
appear today. 1 have been asked to share some of Oklahoma’s welfare reform successes, with a
particular emphasis on our family strengthening efforts consistent with the express purposes of
TANF to promote marriage. In Oklahoma, we hope to continue to have Congressional authority
to spend TANF funds for family strengthening efforts because research shows that child well-
being is enhanced when children are reared in two parent families where the parents have a low
conflict marriage.

1. _TANF Successes

Like many states, Oklahoma has enjoyed a variety of welfare reform successes. 1 have attached
to my testimony five of them. In summary, they are:

1. Work first initiatives have lead to a 70% reduction in Oklahoma caseloads compared to
caseload sizes experienced five to eight years ago;

2. Oklahoma developed the nation’s first tiered reimbursement system for childcare and its
development is transforming childcare in Oklahoma from a custodial care environment to a
developmentally enriching experience;

3. Oklahoma developed the nation’s first Electronic Benefit Transfer system for childcare
payments and its development is improving record keeping, expediting vendor payments, and
reducing fraud;

4. Oklahoma has made a strong commitment to address the substance abuse needs of TANF
families which would not have been possible in an entitlement environment that compelled the
distribution of cash to chemically dependant parents; and

5. While much work remains to be done, Oklahoma has a completely overhauled child support
enforcement system that includes paternity establishment in 90% of the out of wedlock birihs, a
statewide centralized payment distribution unit, a PWRORA compliant computer system and
significant increases in child support collections, even in a slow economy.

(47)
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2. Family Health

From my perspective, welfare reform has been an incredible success. The governmental
supports to families like accessing cash assistance, employment skill development, employment
barrier removal by accessing substance abuse services and quality childcare and enforcing non-
custodial parent financial responsibility through child support are being administered better
today than ever. Unfortunately, the natural supports that come from healthy family relationships
are in poor condition. The National KIDS count indicates that last year, the percentage of
households with children headed by a single adult reached an all-time high at over 32%. While it
is true that the rate of growth has slowed, the absolute percentage has not peaked. Some scholars
estimate that as many as two-thirds of all children in America will spend some portion of their
childhood before their 18" birthday in a single parent household. Dr. Paul Amato from Penn
State University has studied the effects of divorce on children. He is one of Oklahoma’s
consulting scholars on marriage and divorce. I recommend the book he co-authored titled,
Generation at Risk where he describes the adverse consequences of divorce on child well-being.

Oklahoma has one of the nation’s highest divorce rates. For the last four years we have spent
TANF funds to study and to develop a strategy to strengthen marriages and reduce divorce in
Oklahoma. I wish I could tell you that we have found the precise prescription with a statistically
valid dose-response protocol to strengthen marriages and reduce divorce. We have not.
However, we are making excellent progress and I believe that over time our strategy and the
ideas we have initiated will strengthen the natural supports present in healthy families, extend
marital life, contribute to marital satisfaction, and ultimately improve child well being.

3. Research and Building Capacity

Since I testified here last May, Oklahoma’s baseline research on marriage and divorce has been
published. It is available on the web at www.okmarriage.org. To our knowledge it is the
nation’s first, comprehensive, state-of-the-art statewide survey on marriage and divorce. The
research was completed in partnership with Oklahoma State University’s Bureau for Social
Research. The survey consisted of 123 questions delivered in approximately 15-minute phone
interviews with more than 2000 Oklahoma households, with a margin of error of +/- 3%. We
intend to measure the effectiveness of our efforts over time to see how the indicators selected for
evaluation change from the published baseline.

A lot is known about relationship enhancing skills. Speaker-listener techniques can reduce
conflict and grow commitment. Learning forgiveness can heal irreconcilable differences.
Habitually constructing positive shared experiences can grow friendship and combat loneliness
that might otherwise cause a relationship to atrophy. These skills are teachable and we believe
the demand exists for this service. Our strategy has been to build the supply side of the equation
by developing a network of trained workshop leaders to deliver a twelve-hour curriculum called
PREP, the Prevention and Relationship Enhancement Program. PREP has been used in all
branches of the military for over twelve years. It is research based and is easily adaptable to a
wide variety of audiences and settings. To date, we have trained approximately 550 workshop
leaders to provide this service, with workshops now present in local health and social services
departments, community-based youth and family services agencies, OSU Cooperative Extension
programs, churches, synagogues, Head Start agencies, high schools and universities. Our
intention is to continue to strengthen this network of providers so that couples in Oklahoma,
particularly low-income families, that desire this service will find workshops in their local
community.
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The training for workshop leaders and referral sources includes information about identifying
substance abuse risks, screening for domestic violence, watching for couple issues better served
by individual counseling, and the development of skills for making referrals to other programs
more specifically designed to deal with more intensive couple challenges. The Oklahoma
Coalition Against Domestic Violence plays an active role in our training sessions and strategies.

4. Building on Successes in Family Strengthening Efforts

Oklahoma has demonstrated its ability to implement welfare reform. We believe our strategy to
strengthen marriages and reduce divorce will be effective. What else should be done? I am
attaching to my testimony three family strengthening ideas that 1 think are worthy of further
effort and support by Congress. They are: 1. Find a solution to the “marriage penalty” in benefit
programs; 2. Use up to 5% of a state’s child support enforcement budget for non-custodial
parent-child visitation, fathering, and non-custodial parent employment programs; and 3. Create
new funding for two-parent family forming initiatives at childbirth. I hope you will consider
them as we build on the successes we have all enjoyed in welfare reform. Thank you.

Statement attached, but not to be read into the record, outlining five substantial welfare
reform suecesses enjoyed in Oklahoma:

First, we’ve enjoyed substantial caseload reductions from our work first initiatives. We’ve won
two TANF bonuses for this success. Our work participation rates have always been high. While
we do benefit from a substantial caseload reduction credit, we still maintain a respectable work
participation rate even among the so-called, “hardest to serve™ families that remain on our
caseloads. Today, our caseloads have been reduced by over 70% compared to their size five to
eight years ago.

Secondly, Oklahoma has enjoyed a number of “firsts” that would not have been possible without
the flexibility afforded by the block grant. We were the first state to create and implement a
tiered reimbursement system for childcare. Through our “Reach for the Stars” program, we are
transforming childcare from a custodial care environment to a developmentally enriching
experience. This meant that we had to invest in the education of childcare workers. We did. We
had to improve their pay so they could afford to stay employed in childcare after they were
trained. We did. For a State that didn’t grade child care quality before welfare reform to a State
that now pays the child care subsidy to providers based on the provider’s star rating, we believe
we have made dramatic systemic improvements. Today, 70% of all center-based subsidized
childcare in Oklahoma is delivered at a center with a star rating higher than one star — our basic
licensing standard. Further, 50% of all subsidized childcare delivered in licensed homes is
delivered in a higher than one star home. This is a significant welfare reform success.

Thirdly, we have developed the nation’s first Electronic Benefit Transfer payment system for
childcare. Virtually, all of the country has such a program for food stamps, but the complexities
of such a system for childcare are new. Our system is rolled out in about half of our State and
should be rolled out statewide within the next year. This system has great promise for better
record keeping, quicker payments to vendors and a reduction in fraud.
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Fourthly, we have made a substantial commitment to combating substance abuse in our TANF
population. This welfare reform success was not possible when AFDC was an entitlement that
required us to distribute cash to chemically dependant parents. Since substance abuse is often a
barrier to consistent employment, welfare reform made it possible for us to discuss and start
meeting the substance abuse needs of our TANF families.

Fifthly, Oklahoma is one of about 15 states that met the requirements for a statewide PRWORA
compliant child support enforcement computer system. Although much remains to be done, the
progress of the last five years in child support enforcement is remarkable and is another welfare
reform success to be celebrated. Specifically, Oklahoma now has a statewide-centralized child
support distribution unit that accounts for and distributes payments within 48 hours of receipt.
We have newer and better child support guidelines. We are establishing paternity in nearly 90%
of the out of wedlock births, compared to 19% ten years ago. And, child support collections are
up, even in a soft economy.

Additional Ideas submitted with the written testimony, but not to be read into the record:

1. Find a solution to the “marriage penalty” in benefit programs. There is a fundamental rule of
economics that says that you get more of what you subsidize and less of what you tax. Counting
both parents income often makes children of married parents ineligible for programs like
Medicaid, childcare or food stamps. These children benefit from these programs if their parents
divorce, or never marry. A little help to married couples trying to do the right thing could go a
long way to improve the well-being of their children. A similar marriage penalty exists in the
Earned Income Tax Credit. To build on these successes we need to do a better job of helping
couples make it financially. Alternatives to be considered might include disregarding all or part
of the income of the lowest earning spouse to put the household in the same position it would be
if the highest earning spouse alone was rearing the chiidren.

2. Use up to 5% of a state’s child support enforcement budget for non-custodial parent-child
visitation, fathering and non-custodial parent employment programs. These programs encourage
non-custodial parents to be involved with their children. They include initiatives like running a
child visitation program for non-custodial parents or fathering programs or non-custodial parent
employment services. These costs could be charged against a state’s cost-effectiveness. But, we
believe we actually could collect more child support if we were able to do more relationship
enhancing activities between children and their non-custodial parents.

3. Create new funding for two-parent family forming initiatives at childbirth. Everyone’s
budgets are stretched like never before. But, there is a need to recognize that family health is in
more need than ever. One promising idea we are exploring in Oklahoma is to encourage our
state, particularly our medical community, to change its paradigm by concluding that childbirth
is not just a medical procedure, it is a family-creating event. To achieve this shift, much thought
is being given to finding ways to get fathers and mothers, whether married or not, to participate
in 24 hours of training prior to childbirth. This training would include recognition of the
importance of brain development to infants, nutrition information, marriage and relationship
skills that can reduce conflict and sustain the relationship of the parents, employment skills,
particularly for dads seeking to form or sustain healthy, married houscholds, and a clear
explanation of how child support works. The goal would be for each partner to have a better
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understanding, knowledge, and appreciation of the magnitude of their long-term commitment to
their children. Forms of this kind of promising practice exist in limited programs around the
country, but we believe the Fragile Families research supports further study and funding of these
kinds of efforts. Domestic violence groups, substance abuse agencies, and other services could
potentially support the development and maintenance of healthy, married parents and should be
challenged to expand their thinking and services to include a stronger commitment to healthy
marriages. The Oklahoma Domestic Violence Coalition can serves as a model for other groups
that seek to develop healthy productive partnerships with marriage programs and services.
Funding should include expenditures for research and planning. While all of us are advocates of
service delivery improvement, family strengthening is new. Some funding to plan the best
delivery systems and to measure the efficacy of these initiatives and to plan how their efficacy
can be validated should be encouraged.
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Question and Answer in Response to Senate Finance Committee Inquiry (Question from
Senator Baucus)

Director Hendrick, you say in your testimony that domestic violence groups should be challenged to
"expand their thinking and services to include a stronger commitment to healthy marriages." Last year, a
bipartisan group of Senators on this Committee proposed adding domestic violence services to the purpose
of the "healthy marriage promotion' grants. Would you recommend that as well?

Answer:

It depends. T would not recommend adding domestic violence services to the purposes of the "healthy
marriage promotion” grants as an independent separate scrvice. My concern would be that domestic
violence services that did not integrate a healthy marriage promotion componenet in its program might
supplant the primary purpose of the healthy marriage promotion effort. However, I am comfortable
recommending that healthy marriage promotion efforts be encouraged to include domestic violence
education as a component of the healthy marriage training efforts, in the same way that I encourage
domestic violence services to include healthy marriage education as a component of domestic violence
training.
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Chairman Grassley, Ranking Member Baucus, distinguished members of the
Committee:

My name is Marilyn Ray Smith. I am Deputy Commissioner and IV-D Director fo:
the Child Support Enforcement Division of the Massachusetts Department of Revenue.,
Thank you for the opportunity to report to you on the significant accomplishments of the
nation’s child support enforcement program since passage of the Personal Responsibility
and Work Opportunity Reconciliation Act of 1996 (PRWORA), and to make
recommendations for further improvements to ensure that America’s children receive the
child support they are due on time and in full.

I would like to commend this Committee for your leadership in crafting the child
support provisions in welfare reform. With time-limited welfare benefits and mandated
work requirements, child support is a crucial part of the safety net to keep children from
sinking into poverty when their parents separate or never marry. In my testimony today I
would like to address two main areas: first, the profound changes that have taken place in
how child support is collected, and second, further enhancements that you can make,
building on the success brought by welfare reform. I will also comment on several
proposals under consideration.
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PRWORA: REVOLUTIONIZING CHILD SUPPORT ENFORCEMENT

Building on previous federal requirements and adopting recommendations of the
Interstate Child Support Commission’s Blueprint for Reform, PRWORA contains a vast
array of effective tools for collecting child support. It requires states to consolidate the
caseload into one central registry, send all payments to one location for entry on a single
database, amass information about income and assets of noncustodial parents from a wide
variety of public and private sources, and assemble an impressive arsenal of enforcement
remedies for collecting current and past-due support — all through maximum use of
automated, computerized processes. It requires wage assignments in every case, and new
hire reporting to make sure wage assignments keep up with job hoppers. To break down
interstate barriers and help locate shifting income and assets, there are provisions for states
to share information by reporting case information to the Federal Case Registry and the
National Directory of New Hires. Automatic liens are required in every case owing past-
due support. To put teeth into those liens, states must conduct data matches with banks and
other financial institutions every quarter to locate bank accounts of delinquent obligors. It
gives states the power to suspend or revoke professional, recreational, and driver’s licenses
for failure to pay support. It also provides streamlined procedures for handling interstate
cases and establishing paternity.

The heart of this legislation is the extensive use of automation to collect child
support quickly and efficiently. It requires states to reengineer child support operations, by
shifting from “retail to wholesale” — transforming what was a highly individualized, case-
by-case process into a standardized, computerized system that conducts data matches and
automatically takes action on thousands of cases at a time. The paradigm of automation has
turned customer service upside down. It sets up automated systems to collect money on the
“easy” cases where income and assets can readily be found, so that the human resources can
concentrate on the “tough” cases. These tough cases may require intensive effort to ferret
out assets and prosecute nonpayors to the fullest extent of the law, or to build partnerships
with community-based responsible fatherhood programs that serve low-income
noncustodial parents ready to assume financial responsibility for their children.

The bold vision that Congress put in motion in 1996 is bearing powerful fruit for
America’s children, enabling them to live in the dignity of self-sufficiency and creating
opportunities for their fathers to forge emotional as well as financial connections with their
children.

CHILD SUPPORT ENFORCEMENT: NOTING THE SUCCESSES
To illustrate the revolution that Congress has sponsored in the nation’s child support
program in the last two decades, I would like to contrast how child support was collected in

Massachusetts in the mid 1980’s, with how is collected now in 2003.

In 1985, the mother of a child born out of wedlock in Massachusetis had to file a
complaint for paternity in criminal court. The alleged father had a right to a jury trial,
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the state case registry. Once a week this information is sent to the federal Office of Child
Support Enforcement (OCSE) for entry into the Federal Case Registry, which now contains
16.5 million records for matching against data in the Federal Parent Locator Service, the
National Directory of New Hires, the Multi-State Financial Institution Data Match, the
Internal Revenue Service, and other federal agencies.

Payment processing. If the noncustodial parent (the father in about 90% of the
cases) has a steady job, the employer sends the payment to one place in the state — the state
disbursement unit — where it is recorded and a new check is issued within 48 hours to the
custodial parent, or even better, the payment is deposited directly into her bank account.
Every year more than 2.5 million such checks are issued by our state disbursement unit to
the families of the Massachusetts — with millions more issued by other states. Parents
wanting the latest account information on their cases can call the customer service center 24
hours a day, or better yet visit our interactive website. Other states have or are developing
similar centers and websites.

Income withholding. If the noncustodial parent stops paying, the computer goes to
work, looking for income and assets. Data matches with the unemployment agency ensure
that a wage assignment is in place when the first unemployment check goes out. Several
times a week, the automated system matches child support cases against information that
Massachusetts employers report relating to new employees (within 14 days of hire) and
current employees (once a quarter). Like all states, we report this information to OCSE’s
National Directory of New Hires, which now contains hundreds of millions of new hire,
quarterly wage and unemployment insurance records. OCSE conducts a weekly data match
between this employment data match and the Federal Case Registry, looking for matches to
report back to the states’ automated systems. Once the computer receives a hit from either
state or federal data, it automatically generates a wage assignment — along with a medical
support order — to the new employer, whether in state or out. Since 1993 when
Massachusetts started this process, we have issued more than 600,000 wage assignments to
employers, most without human intervention, collecting almost $2 billion in current and
past-due support. Wage assignments are the most effective remedy for collecting current
support, accounting for almost 65% of nationwide collections in 2001.

Automated enforcement. Once a threshold in past-due support accrues, other
enforcement remedies kick in — most fully automated. For example, every other week, our
computer conducts data matches with information from banks and other financial
institutions, and when a delinquent obligor’s account is identified, a levy is automatically
issued. Once a week, OCSE conducts data matches to intercept federal income tax refunds
and other federal payments, and also provides us with information about noncustodial
parents who bank in other states. In addition, we make information about delinquent child
support obligors available to insurance companies making settlements, the U.S. Department
of State in renewing passports, and credit reporting agencies evaluating credit. Finally, we
suspend or revoke professional and driver’s licenses of noncustodial parents who have
failed to make child support payments for 90 days. Collectively, these enforcement
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remedies are highly effective, bringing in almost $100 million in past-due support last year
in Massachusetts, and more than $5.7 billion nationwide in 2001.

In the last ten years, collections in Massachusetts have increased by 97%, from $207
million in state fiscal year 1993, to $408 million in 2002. Nationwide collections have seen
an even greater increase ~ going from $8.9 billion in 1993 to $19 billion in 2001-a 113%
increase. The attached chart shows this steady increase in national collections since the
PRWORA provisions began to take effect.

While the overall statistics are impressive, the real impact is in the difference that
these collections have made for individual families, when a child support check appears out
of the blue in the mailbox of a custodial parent who has not received a payment in years.
Here are just a few stories that vividly illustrate the effectiveness of these enforcement
remedies:

¢ A North Dakota mother — owed $50,000 in back support with no payment for
ten years — one day unexpectedly received a check for $188, a result of a data
match of her case with the National Directory of New Hires that located her ex-
husband in Hawaii. North Dakota’s computer automatically issued the wage
assignment to the Hawaii employer, and now regular payments continue to come
out of his paycheck.

¢ A Massachusetts multi-state financial institution data match yielded more than
$120,000 from an Alabama bank account belonging to a father serving a twenty
year sentence in a Texas prison. Three custodial parents - all former welfare
recipients — received $20,200, $30,000, and $17,500, and Massachusetts
received the balance of $52,300. Massachusetts expects to collect more than $7
million this year from levying bank accounts, bringing total collections from this
remedy to $46 million since 1993.

e A Massachusetts father whose own father had left him an inheritance to pay off
his child support debt of $37,000 failed to clear up the debt even though he now
had the funds to do so ~ until he found out that his driver’s license was about to
be suspended.

¢ A Washington state businessman recently paid $96,600 to get his passport
renewed so he could travel abroad to complete an important contract. A former
welfare recipient, the custodial parent received $67,000, and the balance went to
the state.

e A California businessman got stranded in London, unable to go to Greece on
company business until he paid $57,500 to get his passport renewed — all of
which went to the custodial parent.
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e Texas has achieved stunning resuits from the bank match program — seizing
more than $20 million in 30 months, including payments of $90,000, $136,000,
and $200,000 from three noncustodial parents, who evaded supporting their
children while clearly having the resources to do so.

* In Colorado, more than 27,000 noncustodial parents started making child
support payments to avoid suspension of their driver’s licenses, while
Massachusetts collected more than $4.6 million in less than a year from a similar
program that has not yet targeted all eligible cases.

In each of these cases, the new automated enforcement remedies enacted in 1996
found assets and brought in money for families that we never would have collected with
wage assignments, tax refund offsets and contempt actions. And the dramatic collections in
public assistance cases show that noncustodial parents of TANF families are not always
without resources.

The charts attached to this testimony vividly illustrate how far we have come since
PRWORA'’s provisions have come into effect. Collections in former TANF cases have
increased 65% since 1999, going from $4.8 billion in 1999 to $7.9 billion in 2001.
Meanwhile collections in current TANF went down from $1.5 billion in 1999 to $1.3
billion in 2001, and never TANF cases remained pretty steady, going from $9.6 billion to
$9.7 billion during that period. The growth in child support collections has therefore come
from exactly the group that we have set out to help. From 1999 to 2001, as these mothers
left welfare, we were able to provide them with $19.5 billion in child support to supplement
their paychecks. The attached chart shows the changing composition of the child support
caseload, with a decline in the number of current assistance cases, accompanied by an even
greater growth in the number of former assistance cases. The number of never assistance
cases has remained constant.

FURTHER ENHANCEMENTS FOR CSE: BUILDING ON SUCCESS

In spite of the accomplishments of the last decade, there is still more to do, both to
collect more child support from those who have resources and refuse to pay — “the
deadbeat”— and to develop the resources to pay for those who do not have the ability — “the
deadbroke.” TANF Reauthorization gives us a unique opportunity to build on these
successes. | have several recommendations for your consideration.

Provide Incentives for TANF Workers to Get More Child Support
Information.

Most mothers leaving welfare work at low-wage jobs, while receiving additional
subsidies from work support programs, such as Earned Income Tax Credit, food stamps,
child care tax credit, Medicaid and child care. Regular child support payments give a
significant boost to their financial sccurity, providing as much as 35% additional income.
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Welfare leavers who receive regular child support are three times less likely to return to
welfare than those who receive no child support - either because there is no order, or no
payment on the order. Improved child support enforcement for these families can be almost
as important as participating in work requirements for making a permanent transition to
self-sufficiency.

PRWORA includes tougher cooperation requirements to encourage welfare mothers
to identify the fathers of their children. Nonetheless, too many mothers still decline to
provide sufficient verifiable information to their TANF caseworker for child support
enforcement efforts to go forward. One way to improve cooperation from welfare
recipients is to make the quantity and quality of information obtained about noncustodial
parents a priority for TANF caseworkers. These caseworkers have obtained outstanding
results in moving mothers to work through collaborations with workforce development
efforts. They are in an excellent position to explain to mothers the benefits of child support
enforcement as part of overall financial planning. Following the maxim that “what gets
measured, gets done,” an initiative that tracks TANF caseworkers’ results in persuading
mothers to cooperate with child support enforcement efforts would pay huge dividends in
further reducing welfare rolls and in increasing collections for current and former welfare
recipients.

Similarly, there are few consequences in Medicaid-only cases if a mother refuses to
cooperate by naming the father of the child so that paternity can be established. Every order
for private health insurance coverage means potential Medicaid cost savings and an order
for the father to provide private health insurance coverage cannot be obtained until paternity
is established. Last year, our medical support enforcement efforts saved Massachusetts
$43.5 million in Medicaid cost avoidance. As we go forward in the coming months to look
at ways to reduce Medicaid expenditures while extending health care coverage for children,
improved cooperation in this area will make a significant difference.

Continue to Support Responsible Fatherhood Initiatives.

There is no longer any debate that responsible father involvement has a significant
positive impact on child well-being. Children growing up with only one parent — usually
the mother — are five times more likely to be poor, three times more likely to have a child
out of wedlock and twice as likely to drop out of school. They are at greater risk of
substance abuse, depression, and juvenile delinquency. These risk factors cut across race,
sex, parents’ education, and place of residence. Although most single mothers struggle
valiantly against staggering odds with insufficient resources to raise children alone - and
are not to be blamed for these outcomes — a caring, involved, responsible father is clearly a
powerful role model for both boys and girls in their journey to productive adulthood.

Research and our own experience with the in-hospital paternity program tell us that
about 80% of fathers are romantically involved with the mother at the time of the child’s
birth. However, a few years later, all but 25% drift away. A job and the ability to provide
financial support are critical to keeping these connections. Research also suggests that
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fathers who regularly pay child support are more likely to make an emotional commitment
to their children — in other words, the heart follows the money. Effective child support
enforcement is therefore one way to promote responsible father involvement. In addition,
child support agencies can serve as a gateway to responsible fatherhood programs.

Child support agencies across the country have teamed up with community-based
responsible fatherhood programs and corrections officials to work with low-income fathers
— including inmates and ex-offenders - to identify and address barriers to providing
financial and emotional support for their children. In Massachusetts, we find that these
fathers need work supports similar to those that low-income mothers currently receive from
TANF programs — such as job readiness, job search assistance, housing, parent education,
and dealing with substance abuse. Currently, we can order fathers to seek work, but there is
no mandate for workforce development programs to provide services to these noncustodial
parents. When provided, these supports produce results — payment compliance for child
support obligations went from 31% to 46% for all graduates of one Boston responsible
fatherhood program funded by a federal grant. The program was most successful for young
fathers under twenty-five, where payment compliance rose from 11% to 57%.

Just as important, many of these fathers developed loving relationships with their
children. Some have married their child’s mother, and others have assumed custody as both
parents recognized that the father was currently in a better position to care for the child.
Vigilant to detect and address domestic violence, program case managers receive batterer
intervention training, both to identify and effectively respond to symptoms of family abuse,
and to work with fathers who are subject to abuse prevention restraining orders, helping
them recognize that treating their child’s mother with respect is at the core of responsible
fatherhood. Supported by a federal grant, we also work to enforce support safely for
custodial parents with domestic violence issues and to make appropriate referrals to
community based services.

Funded by another federal grant, our caseworkers regularly go to jails and prisons
throughout Massachusetts, where they meet with inmates desiring downward modifications,
to establish paternity, or to manage their arrearages. Federal access and visitation funds
support parent education programs behind the walls, where fathers plan for how to stay
connected with their children while incarcerated and how to reconnect when they are
released. For many of these men, it is first time in years that they have been clean and sober
in a structured environment, giving them the opportunity to reflect on what they can do to
prevent their children from following in their footsteps. Many of them comment with deep
emotion on what father absence has meant in their own lives, and how connection to their
child grounds their commitment not to become repeat offenders.

With 600,000 ex-offenders returning to America’s communities every year — most
of whom are or will be fathers — child support, criminal justice, and workforce development
agencies must pool resources to expand collaborations to reduce recidivism and promote
parental responsibility — both financial and emotional. Because the federal government
provides funding to these programs, Congress should look for ways to continue to support
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and expand these kinds of interventions, such as requiring that a portion of workforce
development funds be allocated to low income noncustodial parents. A relatively modest
investment will save federal and state tax dollars down the line, not just in reduced welfare
costs, but also in reduced expenditures on incarceration and other costs associated with
unlawful behavior, This is labor-intensive work. While the computer can collect child
support on thousands of cases at a time, responsible fathers are created one dad at a time.

Simplify Rules for Distributing Child Support Collections.

The child support program from its inception has had an evolving, though
contradictory, mission. Is it to pay back the state for welfare costs, or is it to keep families
off welfare? Is it cost recovery or cost avoidance? Welfare reform has clearly ended this
debate in favor of self-sufficiency and welfare prevention. Nonetheless, there is still
unfinished business to root out the last vestiges of welfare reimbursement and cost
recovery. The current rules are complex, costly to administer, and difficult to explain to
families, thus undermining the effectiveness of the nation’s child support program.
Congress should take the opportunity presented by TANF Reauthorization to simplify the
rules for distributing child support collections, bringing more efficiency and flexibility to
child support programs, while providing more child support for former welfare mothers
making the transition from welfare to work.

As a condition of receiving public assistance, a family must assign to the state all
child support arrearages that accrued to the family before the family received public
assistance, in addition to any support due while the family receives assistance. Collections
on these arrearages are shared between the federal and state governments according to the
state’s Federal Medical Assistance Percentage (FMAP). About a third of states use these
retained collections to pay some or all of the state matching funds required to receive
federal reimbursement for costs of the child support program. Thus a reduction in retained
collections has significant funding implications for these states.

PRWORA made significant steps toward a “Families First” policy for distributing
child support. It requires states to pay collections on arrears owed to former welfare
families before paying arrears owed to the state, except for collections from federal tax
refund offset, which are always paid first to arrears owed to the state. To implement this
rule, states are required to use six categories or “buckets” of child support arrears:
permanently assigned, temporarily assigned, conditionally assigned, never assigned,
unassigned during assistance, and unassigned pre-assistance. Child support payments
migrate among these buckets, depending on whether the family is receiving public
assistance, when the arrears accrued, and the source of the collection.

Since 1996, the national child support community has worked together to develop a
consensus to support further simplification these distribution rules. This proposal was
passsed by the House of Representatives in 2000, and was included in bills sponsored last
year by Senators Snowe, Kohl and others. 1 understand it will soon be re-introduced by
Senator Snowe, with others joining her. This consensus includes the following
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organizations of state professionals working in child support enforcement: American
Public Human Services Association, National Council of Child Support Directors, National
Child Support Enforcement Association, Eastern Regional Interstate Child Support
Association, and National Conference of State Legislatures. In addition, major child
support and welfare advocacy organizations also support this proposal, including the
Association for Children for Enforcement of Support (ACES). On September 30, 2002,
these groups sent a joint letter to all Senators expressing strong support for this approach.

Senator Snowe’s proposal to simplify the child support distribution rules has two
simple components:

1. Eliminate the requirement that families assign to the state arrears that accrued
before they went on welfare; and

2. Give states the option to eliminate the federal tax offset exception by treating
these collections the same as any other collection — that is, pay current support
first, and then pay the balance first to arrears owed to the former welfare family
and then to arrears owed to the state that accrued while the family received
assistance.

In addition, under Senator Snowe’s proposal, the federal government would
participate in the cost of passing through child support to families currently receiving
TANF, by waiving its share of child support collections to the extent that the state elected to
pass through the state’s share of the collection and disregarded such amounts in determining
TANF eligibility or benefits. It also authorizes a state to use either TANF block grant funds
or maintenance of effort funds to pay for the child support collections paid to the family, in
order to help the state replace lost retained revenues previously used to fund the TANF or
child support programs. Finally, it allows states to implement any or all of these provisions
early.

The House has passed an alternate set of distribution rule changes as part of its
version of TANF Reauthorization. Under the House bill, states could increase the amount
passed through to current TANF families, up to $100, with the federal government waiving
its share of collections. It also gives states the option of distributing all collections to
former TANF families, regardless of any assignment of arrears. This proposal does not
provide structural reform of the current distribution rules, because it leaves intact the
assignment of pre-assistance arrears and the exception for federal tax offset collections.
Furthermore, the options in the House bill would require states to distribute arrears
collections based on when collections are made, as opposed to when the arrears accrued.

The rules in Senator Snowe’s proposal are simple and equitable. Families assign
their rights to support only for the period that they receive assistance. Child support
collections follow the status of the case: the family’s arrears are paid first when the family
is off welfare; the state’s arrears are paid first when the family receives assistance. Former
welfare families receive all of their arrears, no matter how collected, before the state is
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reimbursed for arrears owed to the state. The pre-welfare assignment and the state’s
priority for federal tax offset collections are gone. The six buckets of arrears become two:
assigned and unassigned. These rules are easy to explain, easy to follow, easy to program.

The state options in Senator Snowe’s proposal provide the flexibility that states need
to make an orderly transition to these new rules, taking into account states’ different
funding structures, their various budget situations, and timing for reprogramming
computers, as well as their differing decisions about how best to support low-income
families. Giving states flexibility to make decisions appropriate to their circumstances has
been the hallmark of TANF welfare reform. These distribution options introduce the same
state flexibility into the highly regulated child support environment. If adopted, these
options will also unite the welfare and child support programs squarely behind self-
sufficiency, and will likely improve coordination between the two agencies. The perception
of the child support program in the community will also improve, as it will be seen as a
vehicle to help low-income mothers and fathers work together for the benefit of their
children, rather than an arm of the government seeking to recoup money for the state.

In the short run, this approach will no doubt reduce retained collections for state and
federal governments at a difficult budgetary time, but it is important to look at cost savings
in other areas in the long run. Any proper analysis for changing the distribution rules must
look not only at possible decreased reimbursement for state and federal TANF costs, but
also at the dysfunctions of the current system that waste valuable caseworker time and
consume expensive computer resources. A more efficient child support program can do a
better job of establishing paternity, collecting support, and modifying orders to be
consistent with parents’ ability to pay, because staff that currently deal with account
adjustments can be re-deployed to these more productive activities. Moreover, Policy
Studies, Inc., estimates that 6% to 8% of child support program costs — up to $360 million a
year — are attributable to maintaining the existing distribution rules. These are funds that
can be reinvested for more productive use.

If these rules are adopted, we also expect that more welfare mothers will cooperate
with child support enforcement, and more fathers will pay support if both parents see it
going to the family instead of the state. Finally, welfare prevention is much more cost
effective than welfare cost recovery. The real benefit from distribution rules designed to
encourage families to become or remain self-sufficient is in money saved, not in money
recovered. Rarely does child support recoup the full amount of the TANF benefit.
Anything that we can do to reduce welfare dependency while providing for the financial
needs of low-income families in other ways is sound fiscal policy.

Strengthen Certain Existing Enforcement Remedies.

1 would like to comment on several proposals to strengthen existing enforcement
remedies, that would boost collections and close loopholes.
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Streamline Multi-State Financial Institution Data Match: PWRORA establishes
a process that allows states to obtain information from financial institutions across the
country and, as previously illustrated, the Multi-State Financial Institution Data Match
(MSFIDM) has proven to be a valuable enforcement tool. The statutory language, however,
needs to be clarified to remove any doubt that financial institutions must honor a levy from
any state, not just those states in which the institution has a physical presence, such as an
office or branch.

Under the current system, financial institutions that operate in more than one state
regularly submit data about their account holders to OCSE and this information is compared
against information about delinquent obligors submitted to OCSE by states. Whenever a
match is found, the information is transmitted to the reporting state, which then issues a
levy directly to the financial institution, generally within days of the match. Some financial
institutions, including several of the largest institutions in the country, have narrowly
interpreted the MSFIDM provision and refuse to honor levies except those issued by states
where the institutions have offices or branches. This interpretation overlooks the
requirement in PWRORA that states give full faith and credit to child support liens issued
across state lines. It was contemplated that MSFIDM and full faith and credit provisions
would be read together.

There are three ways to get financial institutions to honor levies from all states. The
first is to leave PWRORA as it is and require individual states to take legal action against
institutions that refuse to honor any levies. This will require states to bring case after case
against each financial institution that fails to honor these levies. Some states have
undertaken this process but progress will be slow. The second approach is to clarify the
MSFIDM provision itself, so that financial institutions would be required to honor levies
from every state, regardless of the physical location of the institution itself. The third
approach is to have OCSE take action to freeze and seize accounts delinquent obligors have
with multi-state financial institutions. Details of this process are under development.

in this age of direct deposit, electronic banking and automated teller machines, the
physical location of a financial institution no longer controls where individuals place their
funds. Delinquent obligors can use ATMs located in banks, supermarkets and convenience
stores in a state that had been unsuccessful in levying these very funds because the financial
institution did not have a branch or office in the state which issued the levy. Without
streamlining the MSFIDM process, delinquent obligors continue to enjoy the benefits of
national access to their funds while getting protection from seizure based merely on the
physical location of their financial institutions.

For example, Massachusetts would never have collected the $120,000 bank levy of
the incarcerated obligor discussed above, if the Alabama bank had taken the position that it
was not required to honor a levy issued by our state. We would not have known that this
individual had an open account, never mind how much he had in the account.
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Lower threshold for passport denial from $5,000 to $2,500. PRWORA
authorizes the U.S. Department of State to revoke or to refuse to issue or renew passports of
delinquent child support obligors owing more than $5,000 in past-due support. On average,
the State Department refuses to issue or renew 60 passports a day, as it regularly checks the
database of about 3 million delinquent obligors supplied by OCSE. As illustrated above,
this process has inspired many a delinquent obligor to come up with substantial sums to pay
off arrears balances, so that their travel plans can go forward. OCSE estimates that more
than $13 million has been collected in lump-sum payments, plus payments of current
support as noncustodial parents begin to make regular payments. If the threshold were
lowered to $2,500, an additional 1.2 million delinquent obligors would find their travel
plans restricted until they settled their child support debts. Since passports are valid for ten
years and global travel has become more commonplace, lowering this threshold will boost
collections from individuals who have the means to travel abroad for business or pleasure,
but fail to provide for their children left behind. Revoking passports as already permitted
by current law would also increase collections, but to date this provision has not been
implemented by the State Department.

Facilitate intercepts of insurance seftlements: PWRORA includes a provision
that allows states to attach the insurance proceeds of a delinquent obligor. While this can
be an effective enforcement tool, there must be a mechanism for high-volume processing of
insurance settlement information to maximize the collections states get from such
settlements. Several states have already established successful high-volume processing of
insurance intercepts.

Massachusetts began its insurance intercept program in 1998 and the program has
been an enormous success — we’ve collected more than $20 million in past-due support
since the program began, with the collections increasing each year. This figure represents
payments from third party insurance settlements and life insurance benefits only and does
not include collections from workers’ compensation settlements. Massachusetts uses a
different process to collect current and past-due support from workers’ compensation
benefits; this is done through a match with the state workers’ compensation agency.

In Massachusetts, insurers who pay third party insurance claims or life insurance
benefits of more than $500 are required by law to check to see if the claimant owes past-due
child support. Registered insurers access a secure website to submit the Social Security
numbers of hundreds of claimants at a time. If any of these individuals owe past-due
support, a lien is printed right at the adjuster’s desk, along with instructions on how to make
payments. Insurers have been very pleased with the instantaneous match feature because it
causes no delay or waiting period for paying claims. This process requires little human
intervention and yields extremely positive results.

Any national process for intercepting insurance settlements will not work unless
insurers are required to participate. Massachusetts encountered initial resistance from
insurance companies when we first proposed our insurance intercept program and few
insurers would have agreed to participate if we had given them a choice, which we did not.
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Now that the program is operational, however, insurers have found it user-friendly and easy
to comply with the program. In fact, many insurance companies are happy to see these
funds go to help support children. Intercepts of insurance settlements at a national level
should result in substantial collections, given the success in Massachusetts.

Close loophole in Longsheremen’s Act. The federal Longshore and Harbor
Workers’ Act prohibits attachment of the state payments for workers’ compensation
benefits under the Act to pay child support, even with the consent of the employee, and
even though federal benefits are subject to attachment. Closing this loophole will ensurc
that these workers’ compensation benefits can be attached to pay support, just like other
workers’ compensation benefits.

Permit the disclosure of certain IRS data to certain authorized entities
providing child support enforcement services. Current law provides that child support
agencies may have access to information from the IRS concerning collections from tax
refund offsets, as well as information for locating obligors and their assets. However, this
information may not be disclosed to public and private entities providing child support
services under cooperative agreement or contract to the state child support agency,
hindering their ability to effectively provide the contracted services. OCSE and the IRS
have worked together to resolve many of these issues. This proposal would grant these
contracting entities access to the same tax data received by child support agencies.
Information would include disclosure of taxpayer identifying numbers, limited information
about mortgage interest paid and pension and retirement accounts, and whether a debtor
spouse claim was filed with the joint tax return. Disclosure of specific items of tax data
contained in a I'V-D payment history would also be allowed in limited circumstances, such
as judicial proceedings to establish and collect child support. Finally, all recipients of any
tax data under this proposal would be required to follow strict safeguarding provisions and
be subject to civil and criminal penalties of the Internal Revenue Code for unauthorized
inspection and disclosure.

Require states to adopt new UIFSA 2001 provisions. PRWORA required states
to adopt the 1996 version of the Uniform Interstate Family Support Act (UIFSA), so that
every state would have the same basic laws for handling interstate and international cases.
At the request of the child support community, in 2001 the National Conference of
Commissioners on Uniform State Laws adopted certain amendments to address issues that
have arisen in case law or in implementation of the Act. These include how to determine
the controlling order and arrears amounts when there are multiple orders, clarifying
jurisdiction over modification cases, clarifying rules on choice of law on interest rates and
duration of support, and more direction regarding international cases. At least two states
have enacted UIFSA 2001, but others are reluctant to follow, since current law requires
states to have the 1996 version. While OCSE has established a process for granting waivers
to states wishing to adopt the new version, this is a cumbersome process. So that we
continue to have a uniform act governing interstate support cases, it is crucial that all states
adopt the amended UIFSA 2001, according to a clear timetable, as a condition of continued
receipt of federal funds.
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Conclusion.

The child support program is involved with more families for a longer period of
time than any other program but education, giving us a unique opportunity to affect families
whose children are the most vulnerable. We ask you to build on the remarkable successes
of PRWORA by continuing to strengthen enforcement efforts against those noncustodial
parents who could pay but won’t, while supporting our efforts to form partnerships with
sister agencies to develop the capacity to pay from those noncustodial parents who would
pay but can’t. We also ask you to simplify the rules for distributing child support
collections by eliminating the assignment of pre-assistance arrears and by treating
collections from federal tax refund offsets like all other collections, providing additional
financial support to families making the transition from welfare to work.

Since the inception of the child support program in 1975, Congress has been
unwavering in its support to work with states to ensure that America’s children receive
child support on time and in full, so that parents, not taxpayers, take responsibility for
providing financial support for their children. The program has evolved as the needs of
America’s families have changed. Congress has provided the necessary leadership at every
step of the way, identifying initiatives that work and providing the mandates and resources
for states to put them in place. The vision and commitment of members of Congress,
particularly this Committee, continue to be a powerful motivating force for thousands of
child support professionals around the country who have dedicated their lives to making
this program work for all children of America who need support. On behalf of my
colleagues, I thank you for your leadership, for the confidence that you have placed in us,
and for your continued support of our important work.
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The Commonwealth of Massachusetts
Department of Revenue
Child Support Enforcement Division

Alan LeBovidge
Commissioner

Marityn Ray Smith
Deputy Commissioner

March 31, 2003

Honorable Charles E. Grassley
Chairman

U.S. Senate Committee on Finance
219 Dirksen Senate Office Building
Washington, DC 20510

Dear Senator Grassley:

Thank you for giving me the opportunity to testify before the Senate Committee on
Finance on March 12, 2003, and to report to you about the nation’s child support program. As
you requested, I am writing in response to the Committee’s questions about my testimony for
inclusion in the written record of the hearing.

Administrative savings of simplified distribution rules. In my testimony, I referred to
an estimate by Policy Studies, Inc. (PSI) that 6% to 8% of child support program administrative
costs are attributable to maintaining the existing complex rules for distributing child support
collections (up to $360 million based on FFY 2000 program costs of $4.5 billion). The source of
this estimate was an assessment by former state child support agency directors who now work
for PSI managing local child support enforcement offices under contract with several state child
support agencies throughout the country. Drawing on the budget and administrative experience
of these former directors in running both state and local privatized programs, this assessment
reflects an estimation of ongoing costs, including maintenance and operating costs for the
automated systems, as well as staff time to conduct financial accounting reviews and respond to
customer service inquiries to explain to parents how collections have been distributed. Robert G.
Williams, president of PSI, provided this administrative cost estimate in a 1999 letter to Ron
Haskins, then the staff director of the House Subcommittee on Human Resources, when that
subcommittee was considering the simplified distribution rules that are now incorporated in
Senator Snowe’s proposal.

You asked if this cost estimate would be greatly reduced if the current distribution rules
were replaced with the simpler rules proposed by Senator Snowe. Her proposal would allow
states to reduce the categories of arrearage “buckets” that the computer and caseworkers must
track. It also has options to give states the flexibility to make an orderly transition to the new
rules, taking into accounts states’ different funding structures, varying budget situations, and
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time for reprogramming computers. This flexibility makes it difficult to estimate the national
annual administrative savings of the simplified distribution rules in Senator Snowe’s proposal.
For example, as permitted under this proposal, some states would elect to apply Federal tax
refund offset collections to families’ arrearages first, while others would continue to apply these
collections first to arrearages owed to the state as reimbursement for public assistance. The
impact of simplified distribution rules will therefore differ depending on states’ choices.

While T am unable to provide you with a national figure, it is likely that Senator Snowe’s
proposal would significantly reduce ongoing administrative costs for states that take advantage
of all or most of the options it provides. Here in Massachusetts — where we anticipate that we
would elect to use two distribution buckets instead of the current six — we estimate that the
administrative costs for the two-bucket system would be 3.6% of our annual budget, rather than
7.7% under the six-bucket system.” This is based on the estimate that staff time devoted to
conducting financial accounting reviews would decrease by 64%, and the length of customer
service calls related to policy and financial inquiries would be reduced by 38%. Staff could then
be re-deployed to focus on increasing collections, particularly for those cases where automated
enforcement remedies are not successful. We expect these efforts to increase TANF collections,
move more families off welfare, and help former welfare families sustain self-sufficiency — all
yielding cost savings that will offset any reductions under the new rules in the share of tax refund
offset collections retained by the state and Federal governments.

Difficulties of administering the current rules. Simpler rules would produce
substantial cost savings and increased efficiencies because the current six-bucket system creates
time-consuming and expensive burdens for parents and staff alike. The best way to illustrate the
intricacies of the current system is by describing the six buckets — the names alone are daunting —
and by looking at where child support collections go under six buckets as opposed to two. Thave
attached a case example showing how arrearages would be distributed under each set of rules.
This example also shows how simpler rules would provide more money for families leaving
public assistance and would result in distributing collections consistently, regardiess of the
source of payment.

Under current rules, when a family leaves welfare, collections are allocated among the
six buckets according to the date and source of the collection, the family’s status on or off
assistance when the arrearage accrued or the collection was made, the cumulative amount of
unreimbursed public assistance, the date of the assignment of support rights, and the date the
welfare case closed.

A family that applies for public assistance after September 30, 1997 assigns to the state
arrearages that accrued before going on assistance (“‘pre-assistance arrearages™). These become
“temporarily-assigned arrearages” while the family is on public assistance. Arrearages that
accrue while the family receives assistance are “permanently-assigned arrearages,” because they
remain assigned to the state if still unpaid after the family leaves assistance, regardless of the
source of collection. When the family leaves assistance, the temporarily-assigned arrearages

' Senator Snowe's proposal would also give states the option to pass through more support to families receiving
assistance. This could effectively create a “one-bucket” distribution scheme. Our estimates do not address the pass-
through component of the Snowe proposal.
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become “conditionally-assigned arrearages.” They are considered conditionally-assigned,
because if collected by Federal tax refund offset, they will be paid to the state, but if collected by
any other method, such as levy and seizure of a bank account or worker’s compensation lien,
they will be paid to the family. “Never-assigned arrearages” accrue after the family’s most
recent period of assistance ends, but they can become temporarily-assigned arrearages if the
family goes back on public assistance, and later conditionally-assigned once the family again
leaves welfare. In addition, there are “unassigned during-assistance arrearages” and “unassigned
pre-assistance arrearages,” which are arrearages which exceed the cumulative amount of
unreimbursed public assistance at the time the family leaves assistance and which accrued either
during or before the family’s receipt of assistance.

For families receiving assistance, the state retains collections on temporarily-assigned
and permanently-assigned arrearages, up to the amount of unreimbursed public assistance. For
families who leave public assistance, the state retains collections on permanently-assigned
arrearages, up to the amount of unreimbursed public assistance, and may retain collections on
conditionally-assigned arrearages, also up to the amount of unreimbursed public assistance,
depending on the source of the collection. For former welfare families, collections on arrearages
— except Federal tax refund offset — are applied first to the family’s arrearages (never-assigned,
conditionally-assigned and unassigned pre-assistance), and then to the state’s arrearages
(permanently-assigned), with the remainder to the family (unassigned during-assistance).

Even with automated systems, it is difficult to track these complex categories accurately.
Financial accounting reviews take hours to complete. Parents (and sometimes even caseworkers,
attorneys, and judges) simply do not understand the application of the rules. The result is that
significant staff time is spent in reconciling accounts, explaining the allocation of payments to
parents, and resolving disputes.

Benefits of simplified distribation. Senator Snowe’s proposal would eliminate the
assignment of pre-assistance arrearages and permit states to treat Federal tax refund offset
collections like any other collection. There are only two kinds of arrearages: those that accrue to
the state while the family receives assistance (“assigned”), and those that accrue to the family
while it does not receive assistance (“unassigned”). Collections on arrearages are distributed
according to the family’s public assistance status when the collection is made. While the family
receives assistance, the state’s assigned arrearages are paid first. When the family leaves
assistance, the family’s unassigned arrearages are paid first. Once all arrearages are owed to the
family are paid, arrearages owed to the state are paid. Because two buckets are easier for
caseworkers to audit and for parents to understand, significant staff time can be devoted to
increasing collections, rather than verifying and explaining how collections are distributed. As a
result, simplifying the distribution rules will lead to a more efficient and cost-effective child
support program.

Child support as additional income. [ would also like to take this opportunity to clarify
my response to your question at the hearing about the percentage of income child support
represents in a poor family’s budget. According to a 2000 Urban Institute report, “Child Support
Offers Some Protection Against Poverty,” by Elaine Sorensen and Chava Zibman, for poor
families who are not on welfare but who receive regular child support payments, child support
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makes up 35% of the household income. Earnings contribute 48% and other sources of income
make up 17% of household income for these families. The Urban Institute study is available
online at www urban.org/url.ctm?iD=309440.

Please contact me at 617-626-4170 if you have questions or need further information.
Again, thank you for the opportunity to testify, and for your ongoing commitment to the nation’s
child support program.

Sincerely,

Marilyn Ray Smith

Deputy Commissioner and 1V-D Director
51 Sleeper Street

P.O. Box 55492

Boston, MA 02205-5492

MRS/dd

cc Alicia Ziemiecki

e-mail Alicia Ziemiecki@finance-rep.senate. gov
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Alicia and Becky,

Attached is the letter to Senator Grassley in response to the
question about the difference in administrative costs that
may be associated with Senator Snowe's proposal to
simplify the rules for distributing child support collections, in
contrast to those currently in place. | have also included a
case example illustrating the consequences of the rules as
applied. | recognize that this response is long, but | thought
it useful to provide the complex context that caseworkers
operate in under the current rules.

Thank you again for your attention to this important issue.
Please let me know if | can provide further information on
this or other issues related to child support as the Committee
considers TANF Reauthorization.

Marityn

Marilyn Ray Smith

Deputy Commissioner & IV-D Director
Child Support Enforcement Division
Massachusetts Department of Revenue

P.O. Box 55492
Boston, MA 02205-5492
{617) 626-4170

(617} 626-4059 fax
smithm@dor.state.ma.us
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Question #10 for Commissioner Smith on Administrative Savings:

Question: Commissioner Smith, You cite an estimate that the complicated rules for
distributing child support collections are responsible for 6% to 8% of the cost of the program
~ up to $360 million per year. That’s a tremendous amount of money.

You also say that Senator Snowe’s proposals — which we included in the bipartisan
bill this Committee approved last year — would replace these complicated rules with new
“simple and equitable” rules. Would this greatly reduce the estimated cost of up to $360
million it takes to administer these rules?

Response of Marilyn Ray Smith, Deputy Commissioner for Massachusetts
Department of Revenue, Child Support Enforcement Division, dated March 31, 2003:

Administrative savings of simplified distribution rules. In my testimony, I
referred to an estimate by Policy Studies, Inc. (PSI) that 6% to 8% of child support program
administrative costs are attributable to maintaining the existing complex rules for distributing
child support collections (up to $360 million based on FFY 2000 program costs of $4.5
billion). The source of this estimate was an assessment by former state child support agency
directors who now work for PSI managing local child support enforcement offices under
contract with several state child support agencies throughout the country. Drawing on the
budget and administrative experience of these former directors in running both state and local
privatized programs, this assessment reflects an estimation of ongoing costs, including
maintenance and operating costs for the automated systems, as well as staff time to conduct
financial accounting reviews and respond to customer service inquiries to explain to parents
how collections have been distributed. Robert G. Williams, president of PSI, provided this
administrative cost estimate in a 1999 letter to Ron Haskins, then the staff director of the
House Subcommittee on Human Resources, when that subcommittee was considering the
simplified distribution rules that are now incorporated in Senator Snowe’s proposal.

You asked if this cost estimate would be greatly reduced if the current distribution
rules were replaced with the simpler rules proposed by Senator Snowe. Her proposal would
allow states to reduce the categories of arrearage “buckets” that the computer and
caseworkers must track. It also has options to give states the flexibility to make an orderly
transition to the new rules, taking into accounts states’ different funding structures, varying
budget situations, and time for reprogramming computers. This flexibility makes it difficult
to estimate the national annual administrative savings of the simplified distribution rules in
Senator Snowe’s proposal. For example, as permitted under this proposal, some states would
elect to apply Federal tax refund offset collections to families” arrearages first, while others
would continue to apply these collections first to arrearages owed to the state as
reimbursement for public assistance. The impact of simplified distribution rules will
therefore differ depending on states’ choices.
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While I am unable to provide you with a national figure, it is likely that Senator
Snowe’s proposal would significantly reduce ongoing administrative costs for states that take
advantage of all or most of the options it provides. Here in Massachusetts — where we
anticipate that we would elect to use two distribution buckets instead of the current six — we
estimate that the administrative costs for the two-bucket system would be 3.6% of our annual
budget, rather than 7.7% under the six-bucket system.' This is based on the estimate that
staff time devoted to conducting financial accounting revicws would decrease by 64%, and
the length of customer service calls related to policy and financial inquiries would be reduced
by 38%. Staff could then be re-deployed to focus on increasing collections, particularly for
those cases where automated enforcement remedies are not successful. We expect these
efforts to increase TANF collections, move more families off welfare, and help former
welfare families sustain self-sufficiency - all yielding cost savings that will offset any
reductions under the new rules in the share of tax refund offset collections retained by the
state and Federal governments.

Difficulties of administering the current rules. Simpler rules would produce
substantial cost savings and increased efficiencies because the current six-bucket system
creates time-consuming and expensive burdens for parents and staff alike. The best way to
illustrate the intricacies of the current system is by describing the six buckets — the names
alone are daunting — and by looking at where child support collections go under six buckets
as opposed to two. I have attached a case example showing how arrearages would be
distributed under each set of rules. This example also shows how simpler rules would
provide more money for families leaving public assistance and would result in distributing
collections consistently, regardless of the source of payment.

Under current rules, when a family leaves welfare, collections are allocated among
the six buckets according to the date and source of the collection, the family’s status on or off
assistance when the arrearage accrued or the collection was made, the cumulative amount of
unreimbursed public assistance, the date of the assignment of support rights, and the date the
welfare case closed.

A family that applies for public assistance after September 30, 1997 assigns to the
state arrearages that accrued before going on assistance (“pre-assistance arrearages”™). These
become “temporarily-assigned arrearages” while the family is on public assistance.
Arrearages that accrue while the family receives assistance are “permanently-assigned
arrearages,” because they remain assigned to the state if still unpaid after the family leaves
assistance, regardless of the source of collection. When the family leaves assistance, the
temporarily-assigned arrearages become “conditionally-assigned arrearages.” They are
considered conditionally-assigned, because if collected by Federal tax refund offset, they will
be paid to the state, but if collected by any other method, such as levy and seizure of a bank
account or worker’s compensation lien, they will be paid to the family. “Never-assigned
arrearages” accrue after the family’s most recent period of assistance ends, but they can
become temporarily-assigned arrearages if the family goes back on public assistance, and

! Senator Snowe’s proposal would also give states the option to pass through more support to families receiving
assistance. This could effectively create a “one-bucket” distribution scheme. Our estimates do not address the
pass-through component of the Snowe proposal.
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later conditionally-assigned once the family again leaves welfare. In addition, there are
“unassigned during-assistance arrearages” and “unassigned pre-assistance arrearages,” which
are arrearages which exceed the cumulative amount of unreimbursed public assistance at the
time the family leaves assistance and which accrued either during or before the family’s
receipt of assistance.

For families receiving assistance, the state retains collections on temporarily-assigned
and permanently-assigned arrcarages, up to the amount of unreimbursed public assistance.
For families who leave public assistance, the state retains collections on permanently-
assigned arrearages, up to the amount of unreimbursed public assistance, and may retain
collections on conditionally-assigned arrearages, also up to the amount of unreimbursed
public assistance, depending on the source of the collection. For former welfare families,
collections on arrearages — except Federal tax refund offset — are applied first to the family’s
arrearages (never-assigned, conditionally-assigned and unassigned pre-assistance), and then
to the state’s arrearages (permanently-assigned), with the remainder to the family
(unassigned during-assistance).

Even with automated systems, it is difficult to track these complex categories
accurately. Financial accounting reviews take hours to complete. Parents (and sometimes
even caseworkers, attorneys, and judges) simply do not understand the application of the
rules. The result is that significant staff time is spent in reconciling accounts, explaining the
allocation of payments to parents, and resolving disputes.

Benefits of simplified distribution. Senator Snowe’s proposal would eliminate the
assignment of pre-assistance arrearages and permit states to treat Federal tax refund offset
collections like any other collection. There are only two kinds of arrearages: those that
accrue to the state while the family receives assistance (“assigned”), and those that accrue to
the family while it does not receive assistance (“unassigned™). Collections on arrearages are
distributed according to the family’s public assistance status when the collection is made.
While the family receives assistance, the state’s assigned arrearages are paid first. When the
family leaves assistance, the family’s unassigned arrearages are paid first. Once all
arrearages are owed to the family are paid, arrearages owed to the state are paid. Because
two buckets are easier for caseworkers to audit and for parents to understand, significant staff
time can be devoted to increasing collections, rather than verifying and explaining how
collections are distributed. As a result, simplifying the distribution rules will lead to a more
efficient and cost-effective child support program.

Child support as additional income. I would also like to take this opportunity to
clarify my response to the question at the hearing about the percentage of income child
support represents in a poor family’s budget. According to a 2000 Urban Institute report,
“Child Support Offers Some Protection Against Poverty,” by Elaine Sorensen and Chava
Zibman, for poor families who are not on welfare but who receive regular child support
payments, child support makes up 35% of the household income. Earnings contribute 48%
and other sources of income make up 17% of household income for these families. The
Urban Institute study is available online at www.urban.org/url.cfm?1D=309440.
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Case Examples

Current Distribution Rules and Simplified Distribution Rules

On December 31, 2001, the family is owed $10,000 in child support arrears.

On January 1, 2002, the family goes on TANF.

Between January 1, 2002, and September 30, 2002, the family remains on TANF; during
this time, no child support payments are received.

On October 1, 2002, the family goes oft TANF, there is $4,000 in unreimbursed public
assistance (URPA).

On November 1, 2002, there is a Federal tax refund offset in the amount of $5,000.

. Under the current distribution rules:

On December 31, 2001, the family is owed $10,000 never-assigned (non-public
assistance) arrears.
On January 1, 2002, the family temporarily assigns the $10,000 never-assigned arrears
when it goes on TANF.
Between January 1, 2002, and September 30, 2002, the family is on TANF and accrues
permanently-assigned arrears.
On September 30, 2002, the arrears balances are:

e $3,000 permanently-assigned; and

s $10,000 temporarily-assigned.
On October 1, 2002, the family goes off TANF. Unreimbursed public assistance (URPA)
is $4,000. URPA will be satisfied by:

*  $3,000 permanently-assigned TANF arrears; and

¢ $1,000 conditionally-assigned arrears (which were temporarily-

assigned arrears while the family was on assistance).

Between October 1, 2002, and November 1, 2002, the family received regular child
support payments. Never-assigned arrears did not accrue during this time.
On November 1, 2002, the arrears balances are:

e $3.000 permanently-assigned;

* $1,000 conditionally-assigned; and

* $9,000 unassigned pre-assistance.
The November 1, 2002, Federal tax refund offset of $5,000 is distributed as follows:
$3,000 permanently-assigned arrears to the state;
$1,000 conditionally-assigned arrears to the state; and
$1,000 unassigned pre-assistance arrears to the family.
Remaining arrears: $8,000 unassigned pre-assistance arrears owed
to the family.
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b. Under the simplified distribution rules:

v

Between January 1, 2002, and September 30, 2002, the family is on TANF and accrues
permanently-assigned arrears.
On November 1, 2002, the balances are:

e $3,000 permanently-assigned arrears; and

e $10,000 never-assigned arrears.
» The November 1, 2002, Federal tax refund offset of $5,000 is distributed as follows:

e  $5,000 never-assigned arrears to the family.

e Remaining arrears: $5,000 never-assigned owed to the family and $3,000 permanently-
assigned owed to the state.

v

Example 2

Facts:

Same facts as above, except on November 1, 2002, a $5,000 bank levy is collected and
distributed instead of a Federal tax refund offset.

a. Under the current distribution rules:

» On November 1, 2002, the arrears balances are:
& $3,000 permanently-assigned;
s $1,000 conditionally-assigned; and
s $9,000 unassigned pre-assistance.
» The November 1, 2002, bank levy of $5,000 is distributed as follows:
e $1,000 conditionally-assigned arrears to the family; and
e $4,000 unassigned pre-assistance arrears to the family.
e Remaining arrears: $3,000 permanently-assigned owed to the state
and $5,000 unassigned pre-assistance arrears owed to the family.

b. Under the simplified distribution rules:

> On November 1, 2002, the arrears balances are:
e $3,000 permanently-assigned; and
» $10,000 never-assigned.
» The November 1, 2002, bank levy collection of $5,000 is distributed as follows:
*  $5,000 never-assigned arrears to the family.
* Remaining arrears: $5.000 never- assigned arrears owed to the family
and $3,000 permanently-assigned owed to the state.

Note: Under the simplified distribution rules, the results are the same even though the
collection source in example 1 is Federal tax refund offset and, in example 2, bank levy.
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WRITTEN TESTIMONY
OF
LARRY TEMPLE
DEPUTY EXECUTIVE DIRECTOR, TEXAS WORKFORCE COMMISSION

ON BEHALF OF

THE STATE OF TEXAS

BEFORE THE SENATE FINANCE COMMITTEE

MARCH 12, 2003

Good morning Mister Chairman and members of the committee. I am Larry Temple,
Deputy Executive Director of the Texas Workforce Commission. I would like to thank
the committee on the behalf of the state of Texas for this opportunity to share our welfare
reform successes and our ideas regarding the reauthorization of the TANF program.

The Texas Workforce Commission is charged by state law and the Governor with the
responsibility of ensuring that every adult Texan receiving welfare is afforded the
opportunity to workforce development services in each of our 254 counties. Services are
designed to assist our customers in leaving welfare by getting a job.

As you know, since the enactment of PRWORA in 1996, welfare dependency has
plummeted. States have successfully transformed their welfare entitlement programs into
work programs resulting in unprecedented caseload reduction and job placement.
Nationwide, the welfare caseload has declined one half since 1996. Texas mirrors the
success of the nation: the welfare caseload has also declined by one half since 1996 and
Texas has moved a record number of individuals into jobs. In recognition of this high rate
of job placement, Texas received the High Performance Bonus from the U.S. Department
of Health and Human Services in FY 1999, FY 2001, and FY 2002, totaling $65 million.
Texas looks forward to continuing this success.

The revamping of welfare has been a journey of learning for Texas. The state attributes its
success to an early commitment to a work first philosophy and continual enhancements to
its welfare program as well as its overall workforce service delivery design. Texas
developed innovative strategies, including integration of all workforce services through 28
local workforce development boards in order to effectively serve all Texans by providing
opportunities to successfully enter the workforce and, therefore, attain self-sufficiency.
Transitioning welfare from an entitlement to a work program has been a challenge, but has
allowed Texas to learn along the continuum of reform and evolve its program into one
that is ready begin serving more Texans.

The evolution of Texas’ program began -with the addition of a 20-hour per week
participation requirement in response to federal changes to the Aid to Families with
Dependent Children program. This was the first effort at recognizing the merit of personal
responsibility in moving individuals along the path from welfare dependency to self-
sufficiency. Just about any activity counted and we found that most of the participants did
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not become employed. Because the focus was on training and education, there was no
real expectation of participants to go to work. Therefore, in order to expand and improve
upon the concept of personal responsibility, in 1995 Texas applied for and received a
waiver to operate its welfare program that increased the emphasis on work. Then, upon
the enactment of PRWORA, Texas again increased the emphasis on work by raising the
bar on hourly requirements to 30 hours (20 hours in work activities and 10 hours in
education and training activities).

Beginning in 1999, Texas further tightened the allowable work activities within the already
established 30 hour per week participation requirement in preparation for compliance with
PRWORA. Inthe 18 months prior to the expiration of the waiver, Texas began an
aggressive campaign to provide training and technical assistance to the local workforce
boards to prepare them for the increased emphasis on work. As a result of this campaign,
by March 2002, the number of individuals participating in work activities had increased by
51%. Texas accomplished this increase by putting people to work. Ultimately, Texas’
transition to a more work focused program under PRWORA proved to be simply the next
phase on the continuum of welfare reform for the state.

The Texas model continues to be focused on work. Reinforcing this service delivery
model is a requirement that customers be in an employment activity and meeting their
hourly participation requirement within four weeks of entering the welfare employment
program we call "Choices"; the result of non-compliance with this policy is a community
service placement. We believe that this is one of the best methods to identify our hardest
to serve families. Since the implementation of this policy in July 2002, on average only
10% of customers participating in the Choices program are in community service
placements.

We realize that a community service requirement has been a controversial issue.

However, I believe from personal experience that this type of activity has value whether it
is dubbed community service, work experience or workfare. My father and his brother left
home during the depression to participate in a workfare program, the Civilian
Conservation Corps. They left their Mississippi farm to earn money helping to build state
parks; parks that are still enjoyed today by millions of Americans. The money they earned
literally helped to save the family farm. I truly believe that this type of activity has merit
when crafted right.

Texas' focus on work has even passed the test of an economic downturn. During the last
two years of economic downturn, amid high unemployment, we have not only been
successful in placing our TANF customers in jobs, but have increased those numbers over
the course of those two years (see Attachment A).

Further, these jobs on average paid $7.20 per hour, well above the minimum wage of
$5.15 per hour. When combined with the Earned Income Tax Credit, guaranteed child
care, Medicaid, and food stamps, this $7.20 hourly wage at full time hours totals nearly
$30,000 per year, a figure that is clearly above, actually nearly double, the federal poverty

20of 6
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line of $14,640 for a family of three (see Attachment B).

As you can see, the work first approach has been successful for the state of Texas on
many levels. We realize that some individuals challenge whether this approach, which is
consistent with the approach prescribed in the Bush Administration's proposal, is the most
effective way to move people from welfare to self-sufficiency. Generally, they charge that
pre-employment education and training are the missing elements from successful welfare
reform. Iam here today to disagree.

What we have found in Texas is that there is a missing element in individuals ability to
move from welfare to self-sufficiency, but it is not pre-employment training. It is the
absence of a good job reference. We are providing that job reference by helping people to
get jobs as quickly as possible. Once individuals are employed, we can work with them
and their employers on ways to increase their chances for job retention and advancement.
This model is working for Texas and it will work with implementing the Bush
Administration's proposal.

Texas looks forward to participating in the next phase of welfare reform by partnering
with the federal government to again raise the bar of expectations and, thus, increase the
long-term self-sufficiency of needy families. With over a decade of demonstrated success
in welfare programs, the research definitively shows that a combination of work and
training, with the primary focus on work, results in the most positive outcomes for
program participants: increased job placement, retention, and advancement. Recognizing
this success, the Bush Administration has proposed an increased emphasis on direct work
activities coupled with additional flexibility for states to engage families in other activities
that assist them in addressing their unique needs in the climb to independence. From
experience, | believe that this is the best program strategy.

Any discussion about the next phase of welfare reform and the changes associated with it
must also consider how programmatic success will be measured. Currently, there are two
primary measures that determine the success of states’ welfare programs: participation
rates and the caseload reduction credit. The participation rate measures what percentage
of welfare recipients a state has in countable program activities; currently, the maximum
rate required of states is 50%. The caseload reduction credit is designed to give states
credit for those individuals who leave welfare; currently, the credit is calculated with 1996
as the base year.

Under the Bush Administration’s proposal, both the participation rate and the caseload
reduction credit would change. The combination of the incremental increase to the
participation rate from 50% in FY2003 to 70% in FY 2007 and the phase out of the
caseload reduction credit will have the net effect of requiring states to serve more welfare
recipients. Since many states have already been faced with the challenge of providing
work services to a growing caseload, this will be a familiar challenge. Texas' experience
with its transition from its waiver to PRWORA demonstrates the challenge is
surmountable and that the key to conquering this challenge is focused preparation.

3of 6
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The primary tool offered by the Bush Administration's proposal to achieve this increased
level of service is universal engagement. The expectation is for states to begin serving all
individuals in their welfare caseloads. When mixed with the increased participation rate
and the phase out of the caseload reduction credit, universal engagement will ensure that
the entire nation’s welfare caseload receives services.

The challenges of these proposed changes offer exciting opportunities for states to re-
examine what their program goals should be. The focus should still be work. 1 believe
that an increase in the work hours mixed with the broad flexibility to address families’
needs through other work-related activities will further widen the path from welfare to
self-sufficiency. Certainly, states will have to continue to improve upon the management
of the programs and services to reach the increased participation requirements set forth
and this will not be an easy task. But, as we would probably all agree, hard work begets
good results. All, not just a percentage of, families deserve services that will address their
employment needs and Texas applauds the Bush Administration's proposal to do this.

Again, [ thank you on behalf of the state of Texas to share our thoughts and concerns on
TANTF reauthorization.

4of 6
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Total TANF Adults in Employment with Unemployment Rate
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TANF Adults in Employment With Unemployment Rate
Cameron County
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Question #9 for Texas Director Larry Temple
Mandating “Workfare”

Question:

Director Temple. You say in your testintony that Texas has recently
implemented a “workfare” requirement as a way to deal with non-compliant
recipients. So clearly there’s nothing under current TANF law that prevents
a state from using “workfare” if they believe it is the best policy.

‘The official State survey last year found that a majority of States
operdte “workfare” programs on a limited basis because of “the high costs
assoclated with running these programs, and because of the challenges of
findidg employers/supervisors and developing appropriate work sites.” In
fact, as Ms. Waller notes, Washington has actually abandoned the idea, given
Iimited cost-effectiveness.

. In light of this, why should we mandate all States switch to an expensive
“workfare first” approach? They can already operate that model if they want
to anﬂ, according to your own testimony, even Texas operates “workfare” as a
last resort for recipients who fail in more traditional pregrams. Under the
bipartisan bill approved by this Committee last year, Texas could implement
the Administration’s model if you choose to do so and Montana could
contihue its own successful program. What justifies such an unfunded
mandate of something States can already do?
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RESPONSE TO QUESTION #9
From Larry Temple, Deputy Executive Director,
Texas Workforce Commission

s mentioned in my testimony, Texas operates a work first program with community service as
ne of several work activities that TANF recipients can participate in to meet their work
:quirement. Texas’ program is not a workfare program, but a work first program that utilizes
symmunity service or workfare as a tool to identify, assess, and serve clients who may not be
sle to fully participate in other activities. Community service placements have been successful
1 urban and rural areas of the state; in Houston, Texas as well as in Muleshoe, Texas,
>mmunity service placements are a utilized component of the state’s work first program. In
ict, 76 Texas towns with populations at or under 2,000 currently have clients engaged in
>mmunity service. As I also mentioned in my testimony, currently only 10% of all clients
atewide who are engaged in an activity are in the community service activity. So, a full 90% ¢
1gaged clients are participating in other work activities (unsubsidized or subsidized

mployment, work experience, on-the-job training, vocational e ational training).

unity service component
rkfare programs are

y have the option under
ties by converting TANF

exas’ program costs have not increased since introducing t
ito its work first program. If other states that choose to ope
«periencing high costs associated with running their prog
arrent law (and preserved in the President’s proposal),

ses. Texas has not exercised thit
ption since community service is only ork first program. However, othe
ates, including Washington, that are e q d costs associated with implementin

inally, I certainly see no mandate in th *s proposal for states to switch to a “workfare
rst” approach. In fact, I see just the op : more flexibility. States will have expanded
exibility to determine activities that thqipe 1tizens can access to move toward self-sufficiency. 1
1y testimony I did not propose mandatifig “workfare first”, but did suggest that the successful
‘ork first model currently utilized in Texas' program would work well under the provisions of
ie President’s proposal. I am not familiar with Montana’s program model, but if it operates
nder a work first philosophy the expanded flexibility provided in the President’s proposal
wuld suffice.
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Statement of Senator Craig Thomas

Senate Finance Committee
TANF Reauthorization Hearing
10:00 a.m. Wednesday, March 12, 2003

Today the Finance Committee is meeting to hear testimony from HHS Secretary Tommy
Thompson and other distinguished panelists on how to improve upon the overwhelming success
of the 1996 bill that reformed our nation’s welfare program. Iam very pleased we have expert
witnesses before us today and look forward to hearing their comments and suggestions on how to
move forward on this important legislation.

America began a war on poverty more than three decades ago. The good intention of this policy
produced conflicting results. Seniors were lifted out of poverty, poor families received basic
health care, and disadvantaged children were given a head start in life. However, many
Americans were injured by that helping hand. The welfare system became an enemy of
individual effort and responsibility as dependence passed from one generation to the next.
Between 1965 and 1995, federal and state welfare spending increased from $40 billion to more
than $350 billion a year -- even as virtually no progress was made in reducing child poverty.

On August 22, 1996, Congress passed a progressive welfare reform law that transferred welfare
benefits into temporary help, not a permanent way of life. The new system honors work by
requiring all able-bodied recipients to work or go back to schoo} to further their education. The
goal of the 1996 welfare reform law was to give participants a strong, time-limited support
system as they develop life-long skills that encourage independence. It provides child care
funding to help families meet these work requirements while limiting their benefits to five years.
States must promote self-sufficiency, and they are given the flexibility to reach that goal. Using
innovative approaches, states now use federal dollars for child care, rather than blind cash
assistance.

I believe the results of welfare reform speak for themselves. Since 1996, welfare case loads
plummeted by more than 50 percent. Today, 5.4 million fewer Americans live in poverty than in
1996 - that includes 2.6 million children. Child poverty for African American children is at its
lowest level in our nation’s history. For the first time in generations, the out-of-wedlock birthrate
has leveled off, the unwed teen birthrate has declined and child support collections have doubled.
In the wake of these federal changes, Wyoming's welfare reform has been phenomenal. In fact,
the number of individuals receiving assistance has dropped by 84 percent since 1994, Welfare
reform has proven to be a strong, comprehensive policy to uplift and empower the poor.

This year, Congress is charged with reauthorizing this vital social services program. While
encouraged by the initial results of welfare reform, there is still much work to do. The
Administration has recently outlined its plan to take the next step in welfare reform to retain the
basic structure of the Temporary Assistance for Needy Families (TANF) program while
increasing focus on work, strengthening child support enforcement, and expanding state
flexibility.



88

1 support the Administration’s increased focus on work and family self-sufficiency. Iapplaud its
recognition that governors have proven to be extremely innovative in delivering services to their
vulnerable populations and the federal govemment should continue to expand their abilities to
tailor programs that best meet the needs of their states.

1 thank Secretary Thompson and our other guests for their comments today. I look forward to
working with Chairman Grassley and the Administration in developing welfare reauthorization
legislation that continues our investment in assisting families become self sufficient.

Thank you Mr. Chairman.
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STATEMENT BY
TOMMY G. THOMPSON
SECRETARY
DEPARTMENT OF HEALTH AND HUMAN SERVICES
ON “WELFARE REFORM: BUILDING ON SUCCESS”

Mr. Chairman, Senator Baucus and members of the Committee, I am honored to appear
before you today to discuss the next phase of welfare reform, and the importance of
completing reauthorization of our welfare and child care programs as quickly as possible.
Over one year ago the President proposed a reauthorization plan that included critical
changes to strengthen the Temporary Assistance for Needy Families (TANF) program
and the child support enforcement program while also providing a strong commitment to
child care. The proposal builds a foundation for helping even more families achieve self-
sufficiency, for helping those finding jobs succeed and progress in employment and for
helping to build stronger, healthier families.

I believe it is extremely important, and I know you do also, that we complete
reauthorization of the TANF and child care programs and enact child support reform
legislation quickly so that States can plan properly for the future and, more importantly,
so families can benefit from the improvements envisioned.

The House recently passed H.R. 4, a plan very similar to the proposal it adopted last year
and which is based on the President’s reauthorization principles. In addition, Senator
Talent and others recently introduced S. 5, which also is based on the President’s plan.
The Administration supports the framework of both these bill, and is very pleased to be
working with this committee, under Chairman Grassley’s able leadership, toward swift
much-needed reauthorization of welfare reform consistent with the President’s budget.

Last year I appeared before this committee to discuss the President’s welfare reform plan
and I appreciate the comments, concerns and candor that members of this Committee
provided regarding our proposal as well as the interesting ideas you shared. Irecognize
that we will not always agree, and the President and I fully understand that you will want
to do some things differently than we have proposed. However, I am convinced that even
with these differences we can produce stronger and better programs for America’s low-
income families. I come before you today not only to present our proposal once again
but also to ask you to work with me, and with the House of Representatives, to complete
this critical work.

Together our work on welfare reform has had a profound impact on our nation's most
vulnerable families. We have exceeded the most optimistic expectations by assisting
millions of families in moving from dependence on welfare to the independence of work.
We have provided a strong commitment to child care to ensure parents can go to work
without worrying about the safety and well-being of their children, and we have
succeeded in collecting record amounts of child support on behalf of children with a
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parent absent from the home. 1 am confident that together our work in reauthorizing the
TANF program and the Child Care Entitlement Programs, along with making
improvements to our Child Support Enforcement program, will lead to even greater
achievements in the future.

President Bush’s proposal for the next phase of welfare reform is based on four important
goals: help more welfare recipients achieve independence through work; promote strong
families; empower States to seek new and imaginative solutions to help welfare recipients
achieve independence; and show compassion to those in need. These goals formed the
guideposts in shaping the Administration's proposals for TANF, child care and child
support.

I would like to take a few moments now to remind members of the important progress we
have made in strengthening families under these three critical programs and highlighting
the specific areas the President has targeted for improvement. [ will begin with TANF,
the cornerstone of our welfare reform efforts.

Temporary Assistance for Needy Families

TANF has been a tremendous Federal-State partnership success. Congress established a
clear expectation that cash assistance should be temporary and adult recipients should be
expected to work and pursue self-sufficiency. At the same time States were given a great
deal of flexibility to reform their welfare programs to achieve these goals. As a result,
millions of families have been able to end their dependency on welfare and achieve self-
sufficiency.

TANF caseloads have declined for the sixth straight year. The number of persons
receiving TANF cash assistance in September 2002 was 4,995,719 - - a decline 0of 6.2
during the fiscal year, and a decline of 59.2 percent since August of 1996 when the
TANF law went into effect.

Families receiving TANF benefits declined 3.9 percent during fiscal year 2002 to
2,024,691. Overall, since the TANF legislation was passed in August of 1996, the
number of families receiving TANF assistance has dropped by 54.1 percent.

Indeed, our recent experience confirms that the 1996 law has fundamentally changed the
way welfare works in America. While we are understandably concerned about job
opportunities for recipients, recent data demonstrates that, despite the rise in
unemployment during the recent recession, TANF caseloads have not increased as early
critics of welfare reform had anticipated. In fact, from March 2001, when the recession
began, until September 2002, caseloads declined 4 percent for families and 8 percent for
recipients. Welfare programs grounded in expectations of work and focused on helping
clients find employment can help families tremendously even when economic
opportunities appear to be less available.

Declining dependency has not been the only positive outcome we have seen since TANF
was created:
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« Employment among single mothers has grown to unprecedented levels, and a new
study, recently published in Science Magazine reported that, “In families...mothers’
entry into employment was related to a significant increase in family income across
every model specification.”

« Child poverty rates are at or near historic lows. This is one of the most important
oufcomes we could have hoped to achieve — and TANF has been a stunning success.
The overall child poverty rate has fallen from 20.5% in 1996 to 16.3% in 2001 - a
20% decline. The poverty rate for African American children is down 24% since
1996 and in 2001 reached it lowest level ever recorded. The Hispanic child poverty
rate dropped from 40.3 percent to 28.0, the largest five year drop on record. This is
all the more remarkable as the nation was in a recession for most of 2001. Putting
this into perspective, in all previous recessionary periods since the early 1960', child
poverty increased - on average 1.4 percentage points during a recessionary year, and
never less than 1.0 percentage point in such a year. Yet, between 2000 and 2001
overall child poverty rates essentially remained unchanged, and child poverty among
African American and Hispanics both declined.

¢ The rate of births to unwed mothers has stabilized.

¢ The share of young children living with married mothers ended a decades-long
decline in 1996.

o The share of unmarried women with a young child stopped growing and began to
decline in mid-decade as well.

But even with this notable progress, much remains to be done, and States still face many
challenges. The President’s reauthorization proposal builds on this success by:

» strengthening the Federal-State partnership;

s asking States to help every family they serve achieve the greatest degree of self-
sufficiency possible through a creative mix of work and additional constructive
activities;

¢ helping States find effective ways to promote healthy marriages and reduce out-
of-wedlock childbearing;

s improving the management and, therefore, the quality of programs and services
made available to families; and

¢ allowing States to integrate the various welfare and workforce assistance
programs operating in their States.

I would like now to take a few moments to explain again some of the details of our
proposal.

Strengthening the Federal-State Partnership
Our proposal seeks to strengthen the Federal-State partnership by maintaining the Federal
financial commitment to the program and by making some key policy changes to increase
State flexibility. We provide $16.5 billion each year for block grants to States and Tribes
and an additional $319 million for annual Supplemental Grants to States that have
experienced high population growth and had historically low funding levels. We also
reauthorize and improve the $2 billion Contingency Fund. We continue the current
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maintenance of effort (MOE) requirement for States’ contribution to assistance for
children and families. Finally, we restore the policy permitting the transfer of up to 10
percent of TANF funds to the Social Services Block Grant, which current law limits to
4.25%.

In addition to these basic funding provisions, we propose a number of policy changes on

the use of funds that will provide States increased flexibility in managing their programs.

e The distinction under current law between “assistance” and “‘non-assistance” has been
a source of considerable confusion for States and has restricted State creativity in
helping those not on welfare who lose jobs to avoid going on welfare. We ease
limitations on services for the unemployed by clarifying the definition of “assistance”
so that rules tied to such spending would not apply to child care and other non-cash
support services.

e While current law allows States to carry over funds from year-to-year, there is no
clear way for States to signal that the carry over funds are purposely conserved
against difficult economic times, rather than simply unspent. We allow States to
designate “rainy day funds” and clarify that such funds would be reserved for future
TANF use.

¢ Further, we revise current restrictions on carried over funds, which limited their use
only to expenditures on “assistance,” by allowing such funds to be spent on any
service or benefit that achieves a TANF purpose. Had action been completed on
reauthorization last year, this provision would have enabled States to use nearly $2.4
billion in TANF balances that remained available at the end of FY 2002 for child care
assistance right now. Instead, those funds must be reserved for cash benefits.

Maximize Self-Sufficiency Through Work
The second element of our reauthorization proposal is to maximize self-sufficiency
through work. Evidence suggests that under current law a substantial portion of TANF
recipients are not engaged in any activity leading toward self-sufficiency. In addition, a
recent study from the University of Michigan shows that in the States with the strongest
work incentives, single parents have seen larger increases in income than in States with
weaker work requirements.

So under the President’s proposal, first and foremost, States would be required to engage
all TANF families with an adult in self-sufficiency activities. States must approve
activities as part of self-sufficiency plans and regularly review case progress.

In addition to the requirement for such universal engagement, we increase the direct work
requirement, in order that parents can become accustomed to a full work week of
activities, instead of just the 30 or 35 hours a week required under current law. In order
for a case to be counted as participating, our proposal requires a full 40 hours per week of
participation in monitored, constructive activities by welfare recipients. Cases counted as
participating would be required to average at least 24 hours per week (of their total
required 40 hours) in direct work, including employment, on the job training, and/or
supervised work experience. States will have the flexibility to decide which activities
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should make up the remaining 16 hours. These could include a variety of services the
States determine are needed by the family.

On a temporary basis, certain cases could be counted as participating even when they are
not averaging 24 hours per week in direct work. These cases would still be fully
participating but could be in work-related training, short-term substance abuse treatment,
or rehabilitation for up to three months within any 24-month period.

When calculating participation rates States will continue to be allowed to exclude parents
with children under 12 months of age. As in current law, teen parents who are heads of
households and maintain satisfactory school attendance will be deemed as meeting all
participation requirements.

We also gradually increase minimum requirements concerning the share of its caseload a
State must engage in these direct work activities. Under the existing law, the
participation rate began at 25 percent in 1997 and rose to just 50 percent in 2002. We
propose that in the first year at least 50 percent of all TANF families headed by a parent
be required to participate in combined work and other activities designed to help them
achieve self-sufficiency. This percentage will increase five percentage points each year
until reaching 70 percent in five years. There will be no separate standard for work
participation for two-parent cases.

The current penalty structure will apply when a State fails to meet either, or both, of the
universal engagement or participation rate requirements. Potential penalties will be
limited to a maximum of five percent of a State's TANF grant, as under current law.
States subject to a penalty will have the opportunity to develop a corrective compliance
plan, and no penalty will be assessed as long as they are making progress toward meeting
the requirements. The current caseload reduction credit will be phased out so that States
still receive full credit against participation targets in the first year, 50 percent of credit in
the second year and no credit thereafter. In its place States would receive an employment
credit to provide an incentive for moving families from welfare to work. The five-year
curnulative lifetime limit for TANF cash assistance will be retained. States also may
continue to exempt up to 20 percent of their cases from this limit.

Finally, Tribes face significant barriers to helping their members achieve self-sufficiency,
but under current law they did not fully receive the kind of technical assistance that
would make a difference in their ability to serve their families in order to make a
difference in the lives of this vulnerable population. HHS will undertake a major new
expanded and enhanced technical assistance effort for tribal organizations to help them
build and administer effective Tribal TANF programs.

Promote Child Well-Being and Healthy Marriages

Congress recognized the fact that two-parent, married families represent the ideal
environment for raising children when it enacted TANF, incorporating a variety of family
formation provisions. However, State efforts to promote healthy marriages represent just
one percent of total TANF program expenditures. The limited attention paid to family
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formation in implementing TANF is due in part to the fact that States lack the knowledge
and tools to implement successful marriage and family formation programs. Our
proposal embraces the needs of families by promoting child well-being and healthy
marriages. To this end, we establish improving the well-being of children as the
overarching purpose of TANF. This meaningful change recognizes that the four current
goals of TANF are important strategies for achieving this purpose. Similarly, we clarify
and underscore that the fourth goal of TANF is to encourage the formation and
maintenance of healthy, two-parent, married families and responsible fatherhood.

Research shows that both adults and children are better off in two-parent families. It is
no criticism of single parents to acknowledge the better outcomes for children of married-
couple families. Rather it supports the underlying principles to redirect our policies to
encourage healthy marriage especially when children are involved. Our approach to
promoting healthy marriage is to provide financial incentives for States, often working
together with private and faith-based organizations, to develop and implement innovative
programs to support family formation and healthy marriages. These demonstration
programs will be carefully evaluated and information about successful programs will be
broadly disseminated.

In addition, we target $100 million from the discontinued Out-of- Wedlock Birth
Reduction Bonus for broad research, evaluation, demonstration and technical assistance,
focused primarily on healthy marriage and family formation activities. Funds previously
used for the OQut-of-Wedlock Birth Reduction Bonus could be spent far more effectively
on developing innovative approaches to support family formation and healthy marriages.
Strong and stable families are good for children and must be a central goal of our next
steps in welfare reform.

Along those lines, we also redirect $100 million from the current High Performance
Bonus to establish a competitive matching grant program for States and Tribes to develop
innovative approaches to promoting healthy marriages and reducing out-of-wedlock
births. State expenditures will be matched dollar for dollar and TANF funds may be used
by States to meet their matching requirement.

We require States to discuss in their State plans the efforts they will make to accomplish
the family formation goals of the TANF program, including the promotion of healthy
marriages, and their efforts to provide equitable treatment for two-parent married
families.

And finally, within the context of our goals to strengthen family formation and reduce
illegitimacy, we reauthorize the Abstinence Education grant program to States and
territories at $50 million per year. In fiscal year 2003, 53 out of a possible 59 States and
jurisdictions applied for and received Section 510 Abstinence Educations grants to
promote abstinence from sexual activity outside of marriage, focusing on groups most
likely to bear children out of wedlock.
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Improve Program Performance
Our fourth reauthorization element focuses on improving program performance. TANF
has allowed States to become great innovators. At the same time, the shift to work and
family-based aid has presented considerable management challenges. Keeping the
President’s focus on governing with accountability, we propose to focus increased
emphasis on results rather than dollars spent. We replace the current High Performance
Bonus, which includes measures not directly related to work, with a $100 million Bonus
to Reward Employment Achievement for meeting the employment goals of TANF. We
also require States to establish and report on performance goals related to each of the four
major goals of TANF and to describe in their State plans how they are addressing each.
Likewise, States will be required to describe particular strategies and programs they are
employing to address critical TANF challenges. We will research the best ways to
construct performance measures that relate to the TANF goals, collaborate with States to
identify key performance measures, and build uniform data support and reporting
methodologies.

Program Integration
For any organization to succeed, it must never stop asking how it can do things better.
Using the flexibility under programs such as TANF and the One-Stop Career Center
system, States have made great strides towards transforming and integrating their public
assistance programs into innovative and comprehensive workforce assistance programs.
But, with greater flexibility even more can be accomplished. The final key element of
our TANF proposal seeks to enable far broader State welfare and workforce program
integration. Other major Federal assistance programs serving low-income populations
provide similar assistance to TANF. Yet the potential effectiveness of all these programs
combined is greatly compromised by differences in administrative practices and program
rules. These make serving low-income populations more difficult than need be and
hampers State efforts to help individuals and families escape government dependency.

In our proposal, we establish new State program integration waivers to permit States to
further integrate welfare and workforce development programs in order to improve the
effectiveness of these programs. Broad flexibility to design new strategies and
approaches will be provided. The proposed waiver authority could apply to many aspects
of selected Federal programs, including funding and program eligibility and reporting
rules, enabling States to design fully integrated welfare and workforce development
systerns that could revolutionize service delivery.

I would like to turn now to another program that offers a vital connection to a family's
ability to achieve self-sufficiency: child support enforcement.

Child Support Enforcement

Child support is a critical component of Federal and State efforts to promote family self-
sufficiency. For the low-income families who receive child support, it makes up a
significant portion of the family budget (on average 26 percent).
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The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(PRWORA) put in place a number of important child support enforcement measures.
Measures such as increased automation, expansion of the Federal Parent Locator Service
to include the National Directory of New Hires and Federal Case Registry, the passport
denial program, the financial institution data match, and license revocation have
significantly improved State performance and strengthened child support collection
efforts. Equally important, PRWORA streamlined paternity establishment, particularly
voluntary paternity establishment, to encourage fathers to take the first step toward
providing their children with financial and emotional support. The impact of these
changes has been dramatic. The annual number of paternities established or
acknowledged has reached almost 1.6 million and in FY 2002, with a caseload of 16.1
million cases, a record of over $20 billion in child support was collected.

Like TANF, our proposals in both our 2003 and 2004 budget requests for child support
enforcement build on our success under PRWORA. These proposals will increase child
support collections and direct more of the support collected to families, moving the child
support program toward a focus on families and away from the historic purpose of
recoupment of Federal and State outlays.

Directing More Support to Families
Currently, States and the Federal government can keep some of the child support
collected on behalf of current and former TANF recipients to defray welfare costs to
taxpayers. Our proposal would change that law and give States an incentive to give more
of the child support collected from non-custodial parents directly to the family. Children
and their families will benefit financially and, equally important, the children will see that
their parents support and care for them.

Today, more families receiving TANF assistance are working and the assistance they
receive is more temporary. The Wisconsin W-2 waiver demonstration clearly indicates
that non-custodial parents are more likely to pay child support and to pay more child
support when they know their families will receive the support.

Currently, about half the States pass through a portion of child support collections to
TANTF families, using State funds. Under our proposal, the Federal government would
share in the cost of amounts passed through to families and disregarded for purposes of
determining TANF eligibility. We would waive the Federal share of amounts passed
through and disregarded that are above the State's pass-through and disregard amount in a
base year, up to the greater of $50 per month or the difference between $100 and the
base-year amount. Federal contributions to the passthrough of collections to TANF
families will provide a strong incentive to States to begin to pass through additional
support to these families, or increase the amount of their current passthrough. This
proposal would increase collections going to families by $136 million over five years.

Under a similar proposal to increase support reaching families, States would be given the
option to adopt simplified distribution rules under which all support collected on behalf
of families that have left welfare would be given to the families. This proposal would
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increase collections distributed to families by $850 million over five years and make it
casier for States to explain and support their child support distribution policies.

Increasing the Amount of Child Support Collected
The second prong of our strategy for child support enforcement is to increase the amount
of support collected by adding to our existing cadre of enforcement tools.

First, we expand our successful program for denying passports to parents owing more
than $2,500 in past due support. The passport denial program, run jointly by HHS and the
Department of State, currently denies passports to delinquent parents owing more than
$5,000 in past due support. In FY 2000 alone, individuals with child support arrearages
paid $3.6 million in lump sum child support payments to avoid losing their passports. An
additional number of these individuals have entered into payment agreements under
which support payments are made regularly to children. Our new proposal would
generate an additional $32 million to families over five years.

We also will expand the Federal administrative offset program by allowing certain Social
Security benefits to be offset to collect unpaid child support in appropriate cases selected
by the States. Currently under the Federal Debt Collection Act, Old Age, Survivors and
Disability (Social Security) benefits can be offset only for Federal debt recovery. Our
proposal provides a limited expansion to include child support debts and would be
subject to the same offset thresholds, or safeguards, as in current law. This proposal
would increase collections to families by $55 million over five years.

Our final enforcement proposal would ensure that child support orders are fair to both
custodial parents and children as well as noncustodial parents by requiring States to
review and adjust child support orders in TANF cases every three years, reinstating a pre-
PRWORA policy.

Typically, the ability of obligors to pay child support increases over time. Periodically
reviewing and adjusting child support awards to reflect current income can result in
increases in the amount of the support provided and the economic security of single
parent families. The needs of low-income families change as they obtain employment and
move off of TANF; regular reviews will ensure that they will continue to receive child
support at an appropriate level.

There also are legitimate reasons to reduce an existing award, for instance, if the obligor
has lost his or her job or otherwise suffered a major decline in income. In those cases,
periodic review and adjustment means that the award amount is fair and that the child
support agency is assisting a low-income parent who does not have the current ability to
pay support, by helping the parent avoid building up a large and unmanageable arrearage.

The President also proposed several additional proposals in his 2004 budget. These
proposals use technology, improve coordination and expose untapped income. For
example, the gaming proposal would intercept the gaming winnings of child support
debtors, directing approximately $700 million to families over five years. We also
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propose to use technology to support federal seizure of debtor bank accounts in multi-
state institutions, increasing collections to families by approximately $500 million over
five years, When combined with the foundation provided by the 1996 law and our
welfare reform proposals, will deliver $2.6 billion in previously unpaid child support to
families over the next five years.

Processing Fee
In addition to our proposals for increasing support and directing more of the support
collected to families, we will require States to impose a $25 annual processing fee on
families that have never used public assistance in cases where the State has been
successful in collecting support on their behalf. Because the fee is collected only when
the State is successful in collecting support and represents a fraction of the cost of the
services families receive, we are confident it will not pose a barrier to families seeking
child support enforcement services.

As States and the Federal government struggle to serve all the needs of its citizens, it is
imperative that we find innovative ways to finance the child support enforcement
program. This minimal step toward contributing to the costs of the program is reasonable
and represents a firm step toward changing the perception that the purpose of the child
support program is to recoup welfare benefits.

1 would like to turn now to child care, a key support service.

Child Care

Our TANF reauthorization proposal is based on our expectation that all families will be
fully engaged in work and other meaningful activities. To make this possible, we must
ensure that resources are available to help families pay for safe, affordable child care
when they need it. Child care assistance is a vital support for many low income families.
It supports self sufficiency by enabling families to accept and retain jobs. In addition, by
improving the quality of care, it plays a role in supporting healthy child development and
school readiness.

Reauthorization
As work continues to reauthorize the child care assistance program, the Administration is
committed to preserving key aspects that have made the program a success, including
administrative flexibility for States and Tribes, and parental choice. The major
restructuring of the Federally funded child care programs under PRWORA remains an
effective and efficient method for distributing child care funds to States. States have
flexibility to determine the best use of those funds to meet the varying needs of their low-
income populations. Therefore, our proposed reauthorization of the discretionary Child
Care and Development Block Grant (CCDBG) and mandatory Child Care Entitlement
programs does not seek any changes to the underlying structure and financing of these
essential programs. Rather, we enthusiastically support maintaining the historically high
level of funding for child care.
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Funding
Our proposal includes $2.1 billion for the Child Care and Development Block Grant and
$2.7 billion for Child Care Entitlement -- a total of $4.8 billion for what is referred to as
the Child Care and Development Fund or CCDF.

However, these funds are only part of the picture. States continue to have flexibility to
use Temporary Assistance for Needy Families (TANF) funds for child care both by
transferring up to 30 percent of TANF funds to CCDF and by spending additional TANF
money directly for child care. Inrecent years, States have used significant amounts of
TANF funds for child care, including $2 billion for transfers to CCDF and $1.6 billion in
direct spending in FY 2001. As I mentioned earlier, our proposal would increase
administrative flexibility by allowing States to use unobligated TANF balances
(approximately $2.4 billion at the end of 2002) on services other than assistance--such as
child care.

In addition to CCDF and TANF, other Federal programs also fund early childhood care
and education, including the Social Services Block Grant and Head Start. Our proposal
to strengthen Head Start would allow States the option of better coordinating the $23
billion in Federal and State spending on child care and early childhood education
programs like Head Start and State pre-K programs.

Federal and State funding available through our child care programs, TANF, and the
Social Services Block Grant will provide child care assistance to an estimated 2.5 million
children in FY 2004. This level is more than double the roughly 1.2 million children
served when welfare reform was passed in 1996. We estimate that in 2001 we served 42
percent of eligible children in families with income below poverty for a family of three.
This estimate does not capture children whose child care requirements are being met
through other sources--such as at home, with relatives, or at schools, Head Start, State
pre-K, and other programs--many of which do not require parental payments or are
heavily subsidized.

Supporting Work
Due largely to the success of welfare reform, the employment rates of single-mother
heads of households with low incomes (less than 200 percent of the Federal poverty line)
increased from 51 to 61 percent between 1996 and 2000. Child care assistance can make
a critical difference in helping these mothers find and retain jobs. A GAO study found
that single parents who received child care assistance more often successfully completed
their training, obtained jobs, or experienced other positive outcomes. Eighty percent of
all mothers who received child care subsidies in 2000 were employed (with most of the
other parents receiving subsidies while in training or education).

Promoting Child Development and Literacy through Child Care
In addition to supporting working parents, quality child care promotes early childhood
development and literacy skills. We cannot overstate the value of high quality early
childhood program. Research clearly shows that the positive outcomes for children
engaged in high quality care are significant, particularly for low-income youth. The most
effective early childhood programs positively influence a child's social and emotional
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development, enhance the likelihood of successful school performance in the early
grades, and in some instances, reduce later risks of involvement with the special
education and juvenile justice systems.

Our proposal maintains funding for quality investments in child care. A minimum of
four percent of the CCDF must be spent on activities to promote quality. In addition, we
would retain set-asides for infant and toddler care, school-age care and resource and
referral services, additional quality expenditures, and ongoing research to identify and
promote effective child care practices.

I'd like to congratulate the many States that have shown leadership and innovation in
using these resources to build an infrastructure that supports quality child care. InFY
2001, States spent $716 million in current and prior year funds to iroprove the quality of
child care services--9 percent of combined Federal and State expenditures under CCDF--
far more than the amount required under Federal law. A growing number of States are
addressing the retention and compensation of child care providers--usually tied to
advances in training. For example, many States have implemented the T.E.A.C.H.
(Teacher Education and Compensation Helps) Early Childhood scholarship program
which assists providers in furthering their education and rewards them with increased
compensation. More than half of States also are investigating or implementing tiered
systems that provide higher subsidy reimbursement rates to providers that meet quality
benchmarks. Other approaches that States are using to improve quality include: grants
and loans to providers for specific quality improvements, training and technical
assistance for providers and staff, and monitoring of compliance with regulatory
requirements.

President Bush's early childhood initiative Good Start, Grow Smart also is making a
critical contribution to efforts to improve quality. This initiative aims to support the
school readiness of young children through nurturing environments that foster early
literacy, language, pre-reading, and math skills. The President has asked our Child Care
Bureau to work with States to address three goals through the CCDF biennial planning
process: (1) developing voluntary early learning guidelines for children ages 3 to 5 that
align with State K-12 standards and describe what children need to know and be able to
do to succeed in kindergarten; (2) developing State plans for professional development
and training of child care teachers to enable them to support the school readiness of
young children; and (3) developing State plans for coordination across early childhood
programs and funding streams. The Child Care Bureau will continue to provide technical
assistance and guidance to States, which are currently at varying stages of addressing
these goals, as they move forward.

State Flexibility
States have significant flexibility to decide how child care funds will be used and what
will be emphasized in achieving the overall goals of improving access to care and the
quality of care. Within basic Federal requirements, States define income eligibility, set
the parent co-payment scale, determine provider reimbursement rates, and define the
target population served. States have taken advantage of this flexibility to design a wide
variety of State subsidy systems and coverage patterns that fit their particular needs and

11
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priorities. For example, income eligibility levels range from 39 to 85 percent of State
median income (or 122 percent to 325 percent of the Federal poverty level). States
decide whether to target certain populations e.g., whether to focus on families
transitioning off TANF or to treat all families the same regardless of TANF status or
history. Some States, such as Wisconsin under my leadership as Governor, have created
a single subsidy system that serves low-income families, regardless of welfare status.

My Department supports an array of studies to promote a better understanding of State
and local child care policies and to provide results that will lead to more informed
decision-making. For example, we are currently funding the first federally sponsored
child care policy demonstrations that will be rigorously evaluated.

Promoting Parental Choice
Our nation's child care system is built on the foundation of parental choice--recognition
that parents, not government agencies, should decide what is best for their children. In
CCDF, we support parental choice through vouchers and access to a wide range of child
care providers--so that families can choose a caregiver that best meets their needs,
whether with a relative, neighbor, child care center, or faith-based program. In FY 2001,
84 percent of CCDF subsidy payments were made using certificates or vouchers. Using
these vouchers and other child care payments, 58 percent of children were cared for in a
child care center, while 31 percent were in family child care homes, three percent were in
group homes, and eight percent were in the child's home.

To help parents make these critical child care decisions, we also support parental choice
by equipping parents with the information and tools they need to make well-informed
choices for their children. States are required to provide consumer education and
outreach under the CCDF, which many States do in partnership with local child care
resource and referral agencies. Nationally, my Department funds the Child Care Aware
web-site and toll-free hotline to link parents to information about child care in their local
communities.

In summary, the Administration clearly recognizes that child care assistance is
fundamental to our self-sufficiency strategy for low-income families, as well as for
promoting child development and school readiness.

Finally, let me address one last component of our reauthorization proposal that also helps
meet the needs of families making the transition to independence.

Transitional Medical Assistance (TMA)

TMA allows families who could not otherwise afford health care coverage to remain
eligible for Medicaid for up to 12 months after they lose welfare-related Medicaid
eligibility due to earnings from work. The program was scheduled to sunset in
September 2002 but has been extended by Congress to June 30, 2003. The President’s



102

budget proposal would extend TMA through fiscal year 2008 at a cost of $400 million in
FY2004, and $2.4 billion over five years.

We are also proposing modifications to TMA provisions to simplify it and make it work
better with private insurance. These provisions include giving States the option to offer
12 months of continuous care to eligible participants and allowing States to waive
income-reporting requirements for beneficiaries. In addition, States that have Medicaid
eligibility for children and families with incomes up to 185 percent of poverty may waive
their TMA program requirements. States have the option of offering TMA recipients
"Health Coupons'* to purchase private health insurance instead of offering traditional
Medicaid benefits. These modifications would cost $20 million in FY2004 and $290
million over five years.

Conclusion

Mr. Chairman, the proposal I bring before you today contains many different elements.
What binds these fundamental elements together is the desire to improve the lives of the
people and families protected by America's social safety net. As noted by the President
when he spoke this year about the need to move forward and improve welfare reform,
"The welfare law is a success because it put government on the side of personal
responsibility, and it has helped people change their life for the better - helped people
realize their dreams; helped people help themselves. That's one of the key principles of
the law that makes a lot of sense, that has helped make the law effective.” This
committee demonstrated its desire to help low-income families succeed when you made
the hard choices on the original precedent-setting PRWORA legislation and in your on-
going interest in the impact of these changes. It is time to take the next steps in welfare
reform and the President and I stand ready to work with you to achieve even greater
successes for America's neediest families.

T would be happy to answer any questions you have.
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON, D.C. 20201

JUL 2 4 2003

The Honorable Charles Grassley
Chairman, Finance Committee
United States Senate
Washington, DC 20510

Dear Mr. Chairman:

1 am further responding to your request for information concerning annual funding under the
Health Care Fraud and Abuse Control Program (HCFAC) for fiscal year 2003. (This response has
been developed collaboratively with the Justice Department (DOJ), and DOJ will answer the final
three questions you asked, as those questions only concern the FBL)

As you know, the purpose of the HCFAC Program, established by the Health Insurance Portability
and Accountability Act of 1996 (P.L. 104-191, “HIPAA”, or, the Act), is to combat health care
fraud and abuse through prevention and control, investigations, and prosecutions. The Act
established HCFAC as a joint program of the Department of Health and Human Services (HHS)
and the Department of Justice (DOJ). Both the Act and a 1996 memorandum of agreement govern
the division of responsibilities.

The Act appropriates monies from the Medicare Trust Fund to an expenditure account, called the
HCFAC account, in amounts that the Attorney General and the Secretary of HHS jointly certify are
necessary to carry out purposes of the Act. These resources are designed to supplement, not
supplant, direct appropriations to HHS and DOJ that are devoted to health care fraud enforcement,
though they provide the sole source of funding for Medicare and Medicaid enforcement by the HHS
Office of Inspector General (OIG). In this regard, the Act assigns specific authorities to the HHS
OIG, and it stipulates the range of funding OIG must receive each year. -

The enclosed in-depth answers to each of your questions show that the HCFAC program, and the
negotiation process established under HIPAA, work well. A stable, mandatory funding source ensures
sustained efforts to prevent, control, investigate, and prosecute health care fraud and abuse. Further,
this funding has allowed the two Departments to test and implement new and innovative approaches
10 combat fraud and abuse. As a result of HCFAC, billions of dollars have been returned to the
Medicare Trust Funds since 1997. Finally, coordination of HHS and DOJ anti-fraud and abuse
activities has improved.

Page 2 — The Honorable Charles Grassley
We are committed to the goals of the HCFAC program, to the OIG's important role in this process,
and to a more expeditious negotiation process. Thank you for you unwavering commitment to

controlling health care fraud and abuse.

Sincerely,

)

Tegmmy G. Thompson

Enclosure
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RESPONSES TO QUESTIONS FROM SENATORS GRASSLEY AND BAUCUS

Question 1: How effectively has the HHS/DOJ negotiation process supported the
intent of HIPAA in providing a guaranteed funding stream for fraud and abuse ac-
tivities that is not adversely affected by the appropriations process?

Answer: The statute directs that the HCFAC program is to achieve 5 specified
goals:

e coordinate Federal, State, and local law enforcement efforts re-
lating to health care fraud and abuse;

» conduct investigations, audits, and evaluations relating to the
delivery of and payment for health care;

« facilitate enforcement of all applicable remedies for such fraud;

» provide formal guidance to the health care industry regarding
fraudulent practices; and

» establish a national data bank of final adverse actions against

H%rowders.

H and DOJ believe that the negotiation process has supported the intent of
HIPAA to date and that it has been very effective in providing a guaranteed funding
stream for fraud and abuse activities.

First, the HCFAC Program statute compels a coordinated and efficient approach
to health care fraud enforcement. HIPAA directly appropriates funds to two Depart-
ments at once (HHS and DOJ), with a directive that they negotiate funding levels
between them, and jointly oversee and coordinate enforcement efforts. This ap-
proach avoids duplication between the two Departments’ anti-fraud efforts, allows
more effective allocation of HCFAC resources, and promotes effective working rela-
tionships. Before HIPAA, Federal health care enforcement efforts depended on var-
ious appropriations and competing priorities for investigators and prosecutors. With
HIPAA, Congress directly appropriated funds from the Medicare Trust Fund (up to
ceilings specified in statute) to achieve program goals.

Second, the statute increased funds available for combating fraud and abuse, and
most notably, stipulated sums available on a permanent basis. Since law enforce-
ment expenses are largely all personnel costs, a permanent level of funding permits
long range hiring and staffing decisions. Moreover, the funding levels increased at
a reasonable rate, designed to permit build-up of staff at a progressively sustainable
rate. The HCFAC program has proven its effectiveness in detecting and preventing
health care fraud, as well as extending the life of the Medicare Trust Fund. The
HCFAC program has shown a great return on investment. In FY 2001, for example,
the total appropriation was $182 million. In their annual report of program accom-
plishments issued in April 2002, the Secretary and the Attorney General announced
that in fiscal year 2001 alone, the government collected over $1.3 billion in health
care cases, with over $1 billion of that amount returned to the Trust Fund. In FY
2002, the amount collected for health care fraud was approximately $1.6 billion dol-
lars, an increase of $0.3 billion and a new record, with $1.4 billion being returned
to the Medicare Trust Fund.

Third, the statute provides flexibility to HHS and DOJ in developing and imple-
menting anti-fraud activities. While there are some specific requirements, the stat-
ute generally authorizes HHS and DOJ to “conduct investigations, audits, evalua-
tions, and inspections relating to the delivery of and payment for health care in the
United States,” and facilitates related administrative enforcement actions. This
broad directive allows for wide latitude in responding to changes in the health care
industry, and permits creativity in enforcement efforts. Our negotiation process ben-
efits from this flexibility in the statute.

Since HIPAA was enacted, the appropriation has increased by 15 percent per
year. This increase has helped support the health care fraud and abuse programs
identified within each component. FY 2003 is the last year that the appropriation
is slated to increase. For FY 2004 and beyond, the amount available for the HCFAC
Program will be capped at the current level of $240.6 million.

Qu?estion 2: Why was the HCFAC negotiation letter not concluded by October 1,
20027

Answer: In FY 2003, the negotiation process was delayed because DOJ preferred
to defer negotiations until its 2003 appropriation was enacted, due to the uncer-
tainty of funding available to support health care fraud (HCF) litigation activities.
The level of funding appropriated directly to DOJ through the usual appropriations
process has bearing on the allocation between HHS and DOJ (and within DOJ).
Congress agreed to the conference report for the Consolidated Appropriations Reso-
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lution, 2003 on February 13, 2003, which the President signed into law on February
20, 2003. DOJ agreed to begin negotiations in March 2003.

Although the negotiation letter was not concluded by October 1, 2002, HHS and
the Office of Management and Budget (OMB) took necessary steps to apportion the
HCFAC funds as required by law. For the purposes of that apportionment, we used
the 2002 negotiated agreement as a reference point, which maintained a placeholder
for the OIG at its statutory funding limit of $160 million for fiscal year 2003. Given
that final negotiations had not been concluded at that time, $150 million of the $160
million annualized level was allocated to the OIG in order to preserve funding op-
tions pending a final negotiated agreement. Thus, OIG was provided the maximum
amount of the statutory range of funding ($150 million—$160 million) that could be
provided prior to final negotiations with DOJ.

Question 3: When have the negotiations concluded for the past three years?

Answer: FY 2003 negotiations between HHS and the DOJ concluded on April 29,
2003.

FY 2002 negotiations between HHS and the DOJ concluded on January 9, 2002.

FY 2001 negotiations between HHS and the DOJ concluded on January 8, 2001.

FY 2000 negotiations between HHS and the DOJ concluded on July 26, 1999.

Question 4: Please describe the mechanics of the negotiations process and address
the following:

Who is responsible for beginning the negotiations?

Answer: HHS and DOJ have administered these funds in a collegial environment
and communicate on a regular, informal basis regarding the offices and programs
funded through HCFAC. As the Department that manages the funding source for
HCFAC activities, HHS has typically approached DOJ to initiate negotiations. Of
course, either Department has the authority to begin the negotiation process.

Who participates in the negotiations?

The Secretary has delegated responsibility for HCFAC negotiations to senior ca-
reer staff in the office of the Assistant Secretary for Budget, Technology, and Fi-
nance (ASBTF), who in turn have included representatives from the OIG in the
process.

Who decides who the participants will be?

At HHS, the ASBTF decides who from that organization will participate the nego-
tiations, while at DOJ, the program office with direction from the Deputy Attorney
General’s Office selects the participants. Participants from both Departments tend
to be senior career staff who work on the regular appropriations process.

What is the basis of these decisions?

The basis for participants in the negotiations ultimately comes from the Secretary
of HHS and the Attorney General of the DOJ, who by statute, are given the author-
ity to negotiate final HCFAC funding levels. As with most authorities granted to
the head of a Department, the Secretary and Attorney General have delegated im-
plementation of the negotiations to other officials within their respective Depart-
ment—to ASBTF at HHS, and to the Deputy Attorney General’s Office at DOJ. All
final funding decisions require the approval of the Secretary and Attorney General,
or their designees.

How does each agency determine its initial negotiating position?

HHS determines its initial negotiating position by soliciting requests for funding
from the interested agencies, analyzing those requests, and then recommending
funding levels to the Secretary of HHS. The Secretary’s decision forms the basis for
starting negotiations.

First, the ASBTF issues an annual call letter, the Request for HCFAC Program
Funds, to HHS agencies. In response, the agencies send the ASBTF a narrative jus-
tification for their request, with supporting information that includes performance
information. The ASBTF, with input from the OIG, evaluates these agency docu-
ments and prepares a decision memo for the Secretary. The OIG’s analysis of the
agency requests are an important element in ASBTF’s recommendations. The Sec-
retary’s decisions on ASBTF recommendations are the starting point of our negotia-
tions with DOJ.

How do the two agencies work out disagreements?

If funding disagreements arise, HHS and DOJ attempt to resolve the issue infor-
mally at the career staff level or the ASBTF/Deputy Attorney General level. In some
cases, this has required further discussion between the two Departments, additional
meetings, and exchanges of information. In the end, all final HCFAC funding deci-
sions have the approval of the Secretary and Attorney General, or their designees.

Question 5: Why was the OIG not included in the negotiations process this year?

Answer: The OIG has played a significant role in the negotiation process in every
year of HCFAC’s existence. For the FY 2003 negotiations, the OIG was consulted
during every step.
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HHS and DOJ expedited the FY 2003 negotiations once they began, and moved
quickly to conclude them. FY 2003 required an expedited process because negotia-
tions were delayed until after DOJ received their FY 2003 appropriation. HHS and
DOJ held only one face-to-face meeting, in April, with the remainder of the negotia-
tions completed through e-mail and facsimile. Even though the process was expe-
dited, the OIG was involved. They analyzed and commented on all the potential
projects that were brought to the negotiations table, as well as concurred with the
final negotiated agreement.

Question 6: What is the allocation of funding for DOJ and HHS?

Answer: For FY 2003, the negotiated funding allocation is HHS: $191,143,000;
DOJ: $49,415,000. The HHS funding allocation includes $160,000,000 for the HHS/
OIG, the maximum allowable under HIPAA.

Question 7: What is the basis of allocation?

Answer: The funding allocation is based on the levels needed to further the stat-
ute’s goal of preventing and controlling health care fraud and abuse, as identified
by HHS and DOJ. Each year, the agencies identify their enforcement priorities and
initiatives. As in the past, the funds are used to further these enforcement prior-
ities.

The basis of the FY 2003 allocation, specifically, was the negotiated agreement
that each Department was to receive approximately the same percentage increase
(24 percent for HHS, and 25 percent for DOJ) over its FY 2002 base funding level,
with some litigation spending removed from the FY 2002 base (which was an agree-
ment the two Departments reached previously).

Question 8: How do HHS and DOJ determine HCFAC funding needs for its agen-
cies/programs?

Answer: ASBTF solicits proposals from agencies within HHS, and, along with the
OIG, evaluates the proposals received to ensure they reflect program goals, provide
evidence of successful performance, and further the priorities of the Attorney Gen-
eral and the Secretary of HHS. Specifically, ASBTF asks agencies to submit prior
year accomplishments, including performance measures, that helped achieve stra-
tegic goals.

ASBTF recommends that the Secretary fund those projects which are the most
efficient use of HCFAC funds. Agencies are asked to provide detailed descriptions
of how the funds will be used and how the activities meet the objectives of the au-
thorizing statute; an explanation of interactions with other entities receiving
HCFAC Program funds; a description of how HCFAC activities relate to similar ac-
tivities funded through non-HCFAC sources; and a justification of how the HCFAC
activities are consistent with the goal of having a return on the investment.

DOJ and HHS are aware of the other’s funding needs as a result of the open lines
of communications between the two Departments.

Question 9: How do HHS and DOJ agencies justify the funding they receive?

Answer: The ASBTF issues a budget call letter to HHS agencies who, in turn, re-
quest HCFAC funds. In the late spring or early summer, these agencies send back
a budget request complete with a justification for the projects that they wish to
fund. Their justification must include how prior year funds were spent, including
performance measures as well as plans, and performance measures for activities
that they wish to pursue in the coming year.

These justifications are reviewed to determine: whether the specific project meets
the statutory criteria for use of HCFAC funds; whether the activity is consistent
with the President’s efforts to combat health care fraud, waste, and abuse; whether
the proposed activity could or should be funded by another funding source; or
whether the requested funds supplement current or supplant any other funding.

Please provide a breakdown of how the HIPAA funds have been allocated for the
past three years.

FY 2002 allocation: DOJ: $55.2 million; HHS: $154 million (HHS/OIG accounted
for $145 million of the HHS total).

FY 2001 allocation: DOJ: $43.5 million; HHS: $138.4 million; (HHS/OIG ac-
counted for $130 million of the HHS total).

FY 2000 allocation: DOJ: $35.1 million; HHS: $123.1 million; (HHS/OIG ac-
counted for $119.3 million of the HHS total).
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Questions for the Record
Senate Finance hearing on “Welfare Reform: Building on Success”
March 12, 2003

Questions from Senator Max Baucus

#1 Marriage Promotion and Domestic Violence

Q. Mr. Secretary, I've expressed concerns about the proposal to promote marriage.
In my State, people don't think the government should be getting into the people's
personal lives and are pretty skeptical about it.

One particular concern is about domestic violence. Unfortunately, far too many women
are still victims of abuse. I see that in Oklahoma "baseline survey" on marriage, 47% of
the women who had been divorced and ended up on TANF had suffered from domestic
violence. So I want to make sure that any marriage promotion proposal includes
safeguards for domestic violence. Would you agree that participation in any of these
programs should be voluntary? And would you also agree that groups receiving marriage
promotion funding should be required to work with local domestic violence coalitions to
ensure they have the proper awareness of this tragic problem?

Secretary Thompson:

As I've discussed the Administration's reauthorization proposal, I have always
emphasized that promoting healthy marriages cannot, intentionally or unintentionally,
result in policies or practices that force people to enter or remain in abusive relationships.
In announcing and awarding research, evaluation, demonstration and technical assistance
funds that promote healthy marriage and family formation activities, we will encourage
States to provide similar assurances and describe, in their proposals, consultations with
domestic violence coalitions and how they intend to address domestic violence. The pre-
marital and marital education activities and programs funded through our proposal will
increase our knowledge base about effective marriage promotion techniques through
innovative programs, including programs designed to help couples constructively deal
with contflict.

The marriage promotion grants do not affect the Family Violence Option, a current
provision of TANF that requires participating States to screen all clients for domestic
violence, to provide counseling and supportive services and, where necessary, waive any
program requirements to victims of domestic violence and their families. Nearly all
States have adopted this provision and are already screening for and providing services to
victims of domestic violence.

1 certainly agree that marriage programs and activities such as pre-marital, marital
education and divorce prevention services should be voluntary. The choice to marry and
who to marry is a private decision. Promoting healthy marriages is not about forcing
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anyone to get or stay married and government should not get in the business of telling
people whether or whom to marry. Our emphasis is on healthy marriages that provide a
strong and stable environment for raising children, not marriage for the sake of marriage.

We expect one component of an integrated, healthy marriage effort to entail broad public
outreach and information dissemination to explain the benefits of marriage and enhance
skills that improve a couple's ability to deal with conflict and succeed in marriage. With
this information, clients can then freely choose whether they want available services and
the types of services. We also want States to examine policies and remove disincentives
to marriage that punish, rather than support, low-income couples who choose to marry.
Such changes will provide equitable treatment for all two-parent married families.

#2 SSI Benefits

Q. Mr. Secretary, you say that the Administration “supports the frameweork: of S.5,
the welfare bill introduced by Senator Talent. There is a provision I’ve noticed in
that bill which surprised me and caused concern. I’d like to get your reaction to it.

As I read 8.5, States would be able to impose work requirements on SSI recipients.
I find that odd, given that SSI recipients are — by definition — disabled. Does the
Administration support work requirements for the disabled? Would you agree
Senator Talent has gone too far here?

Secretary Thompson:

The Administration believes that Senator Talent's bill incorporates many of the principles
in the President's TANF reauthorization proposal. However, the President has not
proposed everything in S. 5.

The Supplemental Security Income (SSI) program was designed as a national program
with uniform and objective eligibility criteria. Titles VII and XVI of the Social Security
Act provide the Commissioner of Social Security with sole authority to make SSI
eligibility determinations. The SSI program was created to provide a minimum floor of
income to individuals who are not able and are not expected to support themselves
through work because of age, blindness, or disability. Unlike the family assistance
programs, SSI benefits are paid to disabled individuals on the basis that they are unable to
support themselves through work. For those SSI beneficiaries who may be able to work
there are a number of work incentives to support an individual's efforts to return to work,
including income disregards and continued Medicaid eligibility. In December 2002,
nearly 341,000 SSI recipients benefited from these work incentives. S. 5 would require
SSI beneficiaries to work, participate in a rehabilitation plan, and receive employment
services through State Vocational Rehabilitation agencies. The Administration believes
that the key goals of the Ticket to Work program, e.g., allowing beneficiaries to volunteer
to receive employment support services and offering more choice of providers for those
who receive these services, represent powerful work incentives.
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#3 “Super-Waiver”

Q. Mr. Secretary, you have again requested so-called “Super-Waiver” authority to
integrate TANF with programs like Food Stamps. Clearly, cur programs to assist
low-income families sometimes don’t interact well and they could be better
coordinated. There’s a lot of concern that it would significantly diminish
Congressional authority.

Let me suggest a better way to go. States told us a few years ago of a problem with
the different rules around cars in TANF and Food Stamps. So we legislated a
simple option allowing States more flexibility, allowing them to use their TANF
rules in food stamps. States don’t have to bother with waivers and members of
Congress are respected. It’s win-win. Why doesn’t the Administration submit a list
of options needed to co-ordinate programs? Better yet, ask the States for the list of
“20 stupid things” that interfere with program co-ordination. Send it up here and
let us work on that.

Secretary Thompson:

We believe that the President’s proposed new waiver authority will allow States to build
stronger, more integrated and effective service delivery systems across a broad range of
public assistance and training programs. Under these waivers, States will be able to
improve the effectiveness of their programs by delivering more seamless services through
integrated welfare and workforce assistance programs. We feel that the flexibility of the
waiver approach has the advantage of allowing States to effectively target their resources
and implement service delivery systems that are responsive to the needs of their
respective populations.

#4 Abstinence Education

Q. Mr. Secretary, I want to commend you and the President for raising the
Administration’s efforts to combat AIDS in Africa. But we’re also concerned with
AIDS here in the U.S.

I’m worried that the “abstinence only” programs, including the Adolescent Family
Life Act and SPRANS program of the Maternal and Child Health block grant, leave
teenagers in the dark about how to protect themselves from AIDS. We should lead
with an abstinence message. That’s something I fully agree with. But why can’t we
require these programs to be “medically accurate”? In this era of AIDS, don’t we
need to make sure all of our young people, including those who are gay, know how
to be safe?

Secretary Thompson:
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Federal support for programs that convey a clear and consistent message of abstinence to
young people —~ whether it be from drugs, alcohol, violence or cigarettes — has been
strong for many years. However, programs conveying the same message with regard to
sexual activity have not received the same level of commitment. Until 1996 and passage
of the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA),
the only Federal program supporting abstinence education for teens was the Adolescent
Family Life Act.

In 1996, Congress passed PRWORA, which included Section 510 of Title V of the Social
Security Act. This law authorized and appropriated $50 million for each fiscal year 1998
through 2002 for matching grants to enable States to provide abstinence education, with a
focus on those groups most likely to bear children out of wedlock. In the first year of the
program 52 States and jurisdictions implemented a section 510 Abstinence Education
Program. Since FY 2000, 53 States and jurisdictions have received Section 510 funding.
The programs have varied from full year programs offered in schools to multimedia
public awareness campaigns. The Assistant Secretary for Planning and Evaluation is
currently conducting an evaluation of the scope and methods of several of the programs
funded under Section 510. An interim report released last year found that “youth tend to
respond especially positively to programs when the staff are unambiguously committed
to abstinence until marriage” and that “the Section 510 abstinence education
programs...have gained support because they are more than ‘Just Say No’ programs.” In
fact, “they offer a breadth of services and activities designed to support youth, equip them
with knowledge and decision-making skills to help them make good cheices, and provide
them with constructive activities that are fun and widely perceived as good for kids.”

In FY 2001, by Congressional appropriation, the Health Resources and Services
Administration (HRSA) issued the first grants for direct community-based abstinence
education programs, which comply with the Section 510 abstinence education definition.
Fifty-three projects received funding from the $20 million available for these activities.
In the second year, FY 2002, the appropriation for the program doubled and 59 new
grants were awarded.

Our experience with both state and community interest in abstinence education has
demonstrated the strong support that parents and policymakers give to a consistent and
unambiguous message to young people that the only 100% certain way to prevent out-of-
wedlock pregnancy and a host of STDs is abstinence. This message is not only medically
accurate but also critical for young people to hear. While condoms, when used
consistently and correctly, are effective in reducing the risk of HIV/AIDS transmission
and in preventing gonorrhea in men, there have not been conclusive studies showing their
effectiveness in preventing many other STDs. The lack of information on the
effectiveness of this intervention reinforces our obligation to tell teens that the best
possible choice for them to make when deciding whether or not to engage in sex is the
choice to remain abstinent until marriage.

However, it is important that abstinence educators are well informed on the most current
information regarding the transmission and prevention of STDs, including AIDS.
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Toward this end, in September 2002 HRSA’s Maternal and Child Health Bureau awarded
an Abstinence Education Technical Assistance Contract. Among the tasks to be
performed is the development and implementation of a program to provide medically
accurate information and training to Abstinence Education program grantees.

For many years the Federal government has provided a great deal of funding for
pregnancy and STD prevention programs which encourage the use of condoms and
contraceptives for those who are or intend to be sexually active, and the appropriation for
those programs has not decreased — in many cases it has increased — since the growth of
Federal support for abstinence education programs. However, those with experience in
abstinence education believe that the effectiveness of the abstinence message is
weakened by the promotion of contraceptive and condom use in the same context.

#5 Charitable Choice

Q. Do you support language similar to the language that is already in the Substance
Abuse and Mental Health Services administration that says "Nothing in this section
shall be construed to affect any state or local law or regulation that relates to
discrimination in employment, including in the provision of employee benefits."

Secretary Thompson:

We intend to give this point very serious consideration when writing the final regulations
on the charitable choice provision. The charitable choice statutes all take somewhat
different approaches to this issue, and our goal is to ensure that Congress’s intention is
implemented for each program. The regulation mentioned above is based on the
charitable choice law applicable to the Substance Abuse and Mental Health Services
Administration at 42 USC, chapter 6A, subchapter 1II-A, Part J, section 290kk-1(e) which
states:

"Nothing in this section shall be construed to modify or affect the provisions of
any other Federal or State law or regulation that relates to discrimination in
employment. A religious organization's exemption provided under section 2000¢e-
1 of this title regarding employment practices shall not be affected by its
participation in, or receipt of funds from, a designated program.” (42 USC
290kk-1(e))

However, the Charitable Choice provision applicable to the TANF program, at 42 USC

604a, does not contain the first sentence of the above-cited provision. And, thus far, we
don't think there is any evidence to support the need for such a sentence being added to

the charitable choice statute. Section 604a preserves a religious organization’s Title VII
exemption, enabling the organization to hire individuals of a certain religion to do work
connected with the organization’s performance of its activities without running afoul of
Title VIL
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Q. Do you believe that state and local civil rights laws remain in effect even where
state and lecal funds used to the "maintenance-of-effort” requirements are
intertwined with federal funds?

Secretary Thompson:

The Civil Rights provision at 42 US Code, chapter 21, subchapter IX, section 200h-4
addresses the applicability of consistent State laws. As you know, this section states that

"Nothing contained in any title of this Act shall be construed as indicating an
intent on the part of Congress to occupy the field in which any such title operates
to the exclusion of State laws on the same subject matter, nor shall any provision
of this Act be construed as invalidating any provision of State law unless such
provision is inconsistent with any of the purposes of this Act, or any provision
thereof."

Therefore, when State funds are commingled (intertwined) with Federal funds, both
Federal and State/local civil rights laws apply, provided such State/local civil rights laws
are not inconsistent with Federal laws. We intend to respond to this issue in greater detail
when writing the final regulations on the charitable choice provision.

#6 Healthy Marriage Funding

Q. How will you ensure that the marriage promotion funds you've proposed will
not be used to discriminate against those who cannot be married, such as gay
couples? Will they be eligible for the relationship skills courses you describe?

Secretary Thompsen:

The purpose of these funds is to improve child well-being by helping those who chose
marriage for themselves, develop skills and obtain knowledge that will help them form
and sustain healthy marriages. Relationship skills training certainly could be part of a
program proposed for this funding, provided the program's central objective is to help
couples build healthy marriages.

#7 Child Support Enforcement
Q. Interstate child support cases are among the more difficult to make collections
on, given the jurisdiction issues. How are we using the IRS "full collection™ toel and

could it be used more effectively in interstate cases?

Secretary Thompson:
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The Office of Child Support Enforcement (OCSE) presently has approximately one
thousand Full Collection cases certified at IRS. Currently, full collection case actions are
an entirely manual process for IRS, which means that it is costly for IRS to implement
and operate. OCSE performed a pilot in the past with IRS to look at the effectiveness of
the full collection process, with a view to antomating the process and focusing on high
profile cases. However, IRS found that the program was not particularly effective, with a
collection rate of two percent over the four years of the study. There were 698 “high
profile” cases in the pilot, with collections of only $1,198,497 over the four-year period.

Rather than attempt to expand the IRS Full Collection process, HHS is proposing other
enforcement remedies to improve interstate child support collections. For example, the
President's FY 2004 budget proposes to give OCSE the authority to take administrative
action on behalf of a State to freeze and seize assets in accounts in multi-state financial
institutions to satisfy child support obligations to ease the significant barriers States face
in taking action to seize funds in financial institutions outside their State.

Q. I've been advised that significant funds within the child support system are
undistributed. What steps is the Administration taking to ensure collections are
quickly and appropriately distributed by states?

Secretary Thompson:

There are many reasons why a payment may be undistributed. Some of the reasons have
to do with payments that are delayed due to timing, legal, or definitional issues (e.g., a
spouse may have a claim on a federal tax refund from which child sapport has been
withheld). The Federal Office of Child Support Enforcement (OCSE) established an
Undistributed Collections (UDC) workgroup to look into this issue and it is working on a
number of fronts to address undistributed collections including:

¢ Currently States only report the total amount of UDC. We are revising the reporting
form, to capture information on how much of the UDC is due to timing issues and
will be distributed shortly, and what portion represents collections that require
additional research to disburse. Preliminary data indicate that over 40 percent of
UDC have been held for less than 30 days.

e OCSE is sharing data from the Federal Tax Offset file with States. These data will
help to ensure that States are not holding too much in tax collections.

¢ OCSE and the National Council of Child Support Directors (NCCSD) are working
together to develop a supplemental schedule that states would use to report detailed
categories of UDC and how long the funds have been held.

® OCSE and NCCSD are currently conducting a voluntary survey of States to collect
detailed data on UDC by the various categories. This will give us information prior
to the start of the new forms.



114

e OCSE has hired a contractor to provide technical assistance to states on UDC. The
contractor will identify problem areas and recommend solutions.

* OCSE is contacting states to identify best practices regarding UDC. These best
practices will be shared with the other states.

e OCSE is funding several UDC-related 1115 demonstration grants.

Questions from Senator Rockefeller
Child Care

Q. Our country and my State are in an economic downturn. Jobs are harder to
find. Since June 2000, West Virginia's welfare caseload has increased from 10,661
families to 16,000. Previously my State had more than a 50% caseload decline, but
as our economy has changed so has the need for temporary welfare help.

Because of the downturn and increased needs, West Virginia has reduced child care
help - in past families at 200% of poverty got child care help, now only families at
150% of poverty- which is about $2,300 for a family of 3 - and such families face
higher pay co-payments of half of their child care costs.

In 1996, we merged all our child programs into a single block grant to promote
coordination and collaboration. But I cannot support any back door effort to
eliminate child care subsidies for low-income families or families at risk of welfare
because of unfunded mandates in a new welfare package.

Lack of child care undermines welfare reform in my view, and I would like to knew
how much funding will be available for low income families who are also supposed
to benefit from the Child Care Development Block Grant?

Secretary Thompson:

We know that child care is essential for many working parents and we are maintaining
the historically high level of commitment to child care, along with the enormous
flexibility for States in how they use their Temporary Assistance for Needy Families
(TANF) and Child Care and Development Fund (CCDF) block grants. Collectively these
two programs, along with the Social Services Block Grant, provide over $11 billion in
Federal and State funding for child care. In addition, there are a number of programs,
including Head Start and State funded Pre-K, that are serving children who might
otherwise be in need of child care services during the hours that they attend those
programs.
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The degree to which these funds support TANF recipients versus other poor or low
income working families is largely a matter of State choice--depending on how a State
chooses to implement its program. Nationally, about 20 percent of families receiving
CCDF assistance are current cash assistance recipients. About 48 percent of the families
are families above poverty.

Within CCDF, States have the flexibility to define income eligibility (up to 85% of State
Median Income), set the parent co-payment scale, determine provider reimbursement
rates (as long as equal access to a range of care is ensured), and define the target
populations served. This allows them to design programs to fit their needs and priorities.

According to West Virginia's CCDF plan, the State targets its voucher money to meet the
needs of families who are receiving TANF, families who are attempting through work
activities to transition off TANF, and families who are at risk of becoming dependent. In
the event West Virginia must establish a waiting list (the State did not have one as of
February 2003), very low income families (40% of Federal Poverty Level) are exempted
from waiting, regardless of their TANF status.

Given the reduction in the cash assistance caseload, States have significant TANF
resources available that they can use for child care. Nationally, the number of families
receiving TANF assistance has dropped by 54.1 percent since the TANF legislation was
enacted in August of 1996. In West Virginia, the family caseload has declined by 59
percent during this period. The national caseload continued to decline in fiscal year 2002
despite economic conditions. According to caseload data reported by West Virginia to
HHS, the number of TANF families in the State declined from 16,197 in December 2001
to 15,183 in June 2002--a decline of 6.3 percent. The Administration is committed to
maintaining TANF's original funding level even in light of this decline.

States can use TANF dollars directly for child care or transfer up to 30% to the Child
Care and Development Fund (CCDF). In fiscal year 2002, West Virginia did not
transfer any TANF dollars to CCDF but spent over $28 million in TANF funds directly
on child care. (The State used a similar amount of TANF for child care the previous
year). The Administration's welfare reform proposal would allow States to use
unobligated TANF balances on services other than assistance--such as child care.
Unobligated funds at the end of FY 2002 were over $2.4 billion nationally. West
Virginia had a $29 million unobligated balance.

Substance Abuse Treatment

Q. The President talks about the flexibility to provide substance abuse treatment to
welfare families for 3 months. If the goal is to ensure that TANF parents get
treatment to deal with substance abuse, how can States offer services without
additional funding? Or will you prepose a set-aside to ensure that TANF parents
are targeted for treatment with new funding for substance abuse?
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Secretary Thompson:

We are not proposing to establish a new set-aside for TANF parents who need treatment
for substance abuse. Our proposal is to maintain the current level of funding for the
TANF program. These funds will be distributed among the States and territories as in
current law. Since TANF caseloads are down dramatically from the inception of the
program, full funding will allow States to supplement their recent investments in welfare-
to-work programs and post-employment supports, including substance abuse treatment,
that enable families to obtain and retain employment, enhance skills, and move up the
career ladder.

One strategy that we have found to be particularly effective is for States to partner with
the Substance Abuse and Mental Health Services Administration (SAMHSA) in funding
for treatment and appropriate technical assistance. We urge States to work closely with
SAMHSA in the implementation of substance abuse treatment programs for needy TANF
families.

I would also like to take this opportunity to note that the President's FY 2004 budget for
SAMHSA provides a new $200 million State voucher program for substance abuse
treatment. These vouchers could be used by TANF recipients to access substance abuse
treatment.

Contingency Fund

Q1. How may States have received contingency funds since March 2001 when
recession started? Please share the list of States and the amount of funding
received.

Secretary Thompson:

No state has received contingency funds since March 2001.

Q2. How many States would have met the trigger under the
Administration/House's contingency fund proposal? Of those, how many reported
meeting a 100% MOE requirement? How much would such states have had to
increase their qualified state expenditures in order to qualify for contingency funds?
At the point they qualified, what match rate would they have faced?

Given that states were cutting expenditures of state general funds substantially over
the last two years, how many states would have been able to meet this 100% MOE

requirement and put up matching funds?

Secretary Thompson:

10
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If the House’s Contingency Fund (CF) proposal had been enacted last year and been in
place for all of fiscal year 2003, we estimate that roughly 16-22 states would have met
either the unemployment or food stamp triggers at least once during the year. We
provide a range, from 16 to 22 states, because the number depends very much on state-
by-state economic conditions. This estimate is based on four alternate scenarios for how
different state unemployment rates could vary above and below the national
unemployment rate projected in the President’s fiscal year 2004 budget.

Note that the proposed triggers are the same as under current law, except for a small
adjustment to the food stamp trigger, to adjust for policy expansions such as last year’s
Farm Bill.

Under the Administration and House proposal, the definition of qualified state
expenditures for the Maintenance of Effort (MOE) requirement for the Contingency Fund
would expand to be the same as the definition under the overall TANF program, i.e.,
states could count expenditures for both child care and Separate State Programs toward
the CF MOE requirement. Only one of the 51 states is currently reporting regular TANF
MOE expenditures at 100% of previous levels. In order to qualify for contingency funds,
the other states would have to increase their qualified state expenditures from current
reported levels -- which generally range from 75 to 94 percent of MOE. To reach a 100%
MOE requirement would therefore require a 6 to 33 percent increase in reported MOE
funds.

At the point they qualify, states would face the standard Federal Medicaid Assistance
Percentages (FMAP) matching rate if our proposal were enacted. This is an improvement
over current Jaw, under which the Federal matching rate payable to a state is reduced to
the FMAP times 1/12 times the number of months the state received contingency funds as
part of the annual reconciliation process.

Currently, most States report the 75 or 80 percent of Maintenance of Effort funds
required for regular TANF program operations. In absence of a large increase in TANF
caseload or other pressure leading agencies to seek Contingency Funds, we do not
anticipate many states will report higher than 75 or 80 percent of MOE funds. If States
do need to show higher levels of MOE spending, they would benefit from the flexibility
in what is allowable as qualified state expenditures, particularly under our proposal,
which would include child care programs and Separate State programs as countable
toward the MOE requirement. It is possible that some existing state spending not
currently reported as TANF MOE could meet the definition of qualified state
expenditures.

Q3. How many states would have qualified for contingency fund grants (i.e., both
met a trigger and had caseload increase) under the Senate Finance bill? How much,
if at all, would those states have had to increase state funding to access those funds?

Secretary Thompson:

il
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If the Contingency Fund proposal in the bill reported out of Senate Finance Committee
last year had been enacted last year, we estimate that roughly 45-46 states would have
met the expanded unemployment, food stamp, or TANF caseload triggers in the SFC
proposal at least once during fiscal year 2003. (The specific triggers are described further
below). As in our analysis of the House proposal, this estimate is based on four alternate
scenarios for how state unemployment rates could vary above and below the national
unemployment rate. However, this analysis was done last July, and so was based on
economic projections in the President’s fiscal year 2003 budget. The estimates could
change somewhat if re-estimated with updated economic conditions and caseload trends.

We further estimated that of those 45-46 states meeting the triggers, 25-26 states could
have drawn down Contingency Funds in fiscal year 2003. The number of states drawing
down funds would be lower than the number of states qualifying as a needy state because,
under last year’s Senate Finance Committee proposal, states could not draw down funds
unless they had less than 30 percent in unexpended TANF balances and unless they had
increases in TANF caseload of more than 4 percent. Qualifying states would receive
funds on the basis of an estimate of 100% of the costs of the rise in the TANF caseload,
reimbursed at the higher of 60% or the state’s Federal Medicaid Assistance Percentage
(FMAP) rate. The reimbursement calculation would not include the first 4% of state’s
caseload increase and a state could not receive an amount larger than 10% of its TANF
allocation (including supplemental grants) from the contingency fund in a single year.

Under last year’s Senate Finance committee proposal, the state maintenance-of-effort
(MOE) requirement for the Contingency Fund would be reduced from 100% of historic
spending levels to the standard TANF MOE requirement (75% in general but 80% if the
state fails work participation standards). States would not therefore have to increase state
funding, except for the matching requirement.

More states would trigger under last year's Senate Finance Committee proposal than
under the Administration’s proposal as reflected in H.R. 4 because of the expansion in the
triggers. Under the Senate Finance bill, States would qualify if they met any of the
following triggers:

1. Unemployment Trigger. Either an increase of total unemployment (seasonally
adjusted) of 1.5 percentage points or an increase in the total unemployment rate of
50 percent or an increase in the insured unemployment rate of 1 percentage point.
Each of these would be compared to the corresponding three month period in
either of the two preceding years; or

2. Food Stamp Trigger. An increase in the number of Food Stamp households of 10
percent or more compared to the corresponding three month period in either of the
two preceding years provided that the Secretary of Agriculture determines the
increase was caused, in large measure, by economic conditions rather than State
policy; or

3. TANF Caseload Trigger. An increase of 10 percent or more in the number of
TANTF families compared to the corresponding three month period in either of the
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two preceding years provided that the Secretary of HHS determines the increase
was caused, in large measure, by economic conditions rather than State policy.

Waorkforce Issues

Q1. How can we ensure that all workplace laws, including minimum wage, health
and safety laws, and civil rights will apply equally to parents in workfare programs?

Secretary Thompson:

We recognize the importance of workplace and civil rights protections and continue to
support the current oversight and technical assistance responsibilities that are vested in
the Department of Labor (with respect to the enforcement of various workplace laws,
including applicable Federal minimum wage, equal employment, and health and safety
requirements), the Department of Health and Human Services' Office of Civil Rights, and
other Federal agencies. We believe that the efforts of these organizations are sufficient to
ensure equitable treatment of parents engaged in workfare programs.

Q2. President Bush has called for universal participation and engagement of
families in the TANF program, and the key to success on this impertant initiative is
quality training of caseworkers and reasonable caseloads. How can we ensure
training and reasonable caseloads for workers given lack of funding and State fiscal
constraints? How do we also ensure that caseworkers are protected in cases of
violence?

Secretary Thompson:
Decisions regarding caseload size, qualifications of staff, in-service training, and office

security have traditionally been State agency responsibilities. We believe that such
decisions should continue to be left to the discretion of the State agencies.

Child Support Enforcement

Q1. Mr. Secretary, can you describe the extraordinary child support pass-through
program that you initiated as Governor of Wisconsin, and can you explain how the
Wisconsin program compares to the legislation that I cosponsored in the last
Congress with Senators Snowe and Kohl? Given your experience in Wisconsin,
don’t you agree we should give States the option, and incentive to return all child
support to families?

Secretary Thompson:

13
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Under a Federal waiver, Wisconsin passes through and disregards 100% of current
support collected for any child receiving assistance. Under our proposal, the Federal
government would share in the costs of amounts passed through to families and
disregarded for purposes of determining TANF eligibility. We would waive the federal
share of amounts passed through and disregarded that are above the State’s pass-through
and disregard amount in a base year, up to the greater of $50 per month or the difference
between $100 and the base-year amount. Under the pass-through provision in the
legislation you cosponsored with Senators Snowe and Kohl last year, States would be
allowed to pass through and disregard up to $400 a month for a one-child family and up
to $600 a month for larger families without paying the Federal share of the collection.

Child support is a critical resource for a family’s self-sufficiency. Wisconsin’s
experience supports allowing States to make their own policy decisions about the extent
that child support collections should be passed through to families and disregarded for
purposes of determining eligibility for cash assistance.

The extent of Federal participation in the costs of those decisions must, of course, be
partially dictated by budgetary constraints. Our child support proposals are a balanced
package that attempts to address competing interests in a fiscally responsible way aimed
at ensuring that more support reaches families. Our pass-through proposal and simplified
distribution proposals provide incentives for States to take a fresh look at these kinds of
policies.

Q2. As one of the sponsors of the provision to create the Medical Child Support
Working Group, I would like an update on progress regarding medical support,
especially focusing on administration actions to implement the recommendations.

Secretary Thompson:

Medical child support is an important issue for the Department, and we continue our
efforts to increase health care coverage through medical support. The National Medical
Support Notice (NMSN) was developed and final regulations requiring its use were
published jointly by HHS and the Department of Labor in December 2000, after
consulting with the Medical Child Support Working Group. HHS is currently drafting
additional regulations to address impediments to improving child support enforcement
agencies’ medical support efforts, taking into consideration the Working Group
Recommendations. We recently issued policy guidance to States responding to questions
on the use of the NMSN and participated in a nationwide teleconference to explain the
policy guidance.

In addition, we are working closely with employers and States to ensure a smooth
transition to use of the NMSN. We have negotiated a single point to send the NMSN for

14
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all Department of Defense military and civilian employees, and are working with them
toward electronic transmission of the NMSN.

HHS has conducted research to determine the availability of private family health care
coverage through both noncustodial and custodial parents, and is currently researching
States’ efforts to coordinate health care coverage availability between child support,
Medicaid and the State Children’s Health Insurance Program (SCHIP). We have also
awarded grants to States to explore innovative ideas for improving health insurance
coverage for children.

Q3. I believe the report recommended that by October 2001, all States were
supposed to be using the National Medical Support Notice (NMSN) to enforce
medical support orders. This is of huge importance in getting medical support
orders enforced. How many States are in compliance, and please provide a list of
States that are not and what efforts are underway to encourage use of the notice?

Secretary Thompsen

The Child Support Performance and Incentive Act of 1998 (CSPIA) requires that States
begin using the NMSN by October 1, 2001, unless a State needed additional time to enact
and implement State legislation. If a State needed legislation, the NMSN must be in use
no later than the first day of the first calendar quarter beginning after the close of the first
regular session of the State legislature that began after October 1, 2001.

Thirty-four States, the District of Columbia and the Virgin Islands have implemented the
NMSN. The other States are working on necessary State legislation or have recently
enacted legislation and will soon be using the NMSN. Federal staff in both regional and
central offices are providing technical assistance to States as they enact State laws and
implement the use of the NMSN. The Federal Office of Child Support Enforcement has
employer liaison staff working with our partners in the employer community to facilitate
implementation. Each State has identified an individual for employers and others to
contact when they have NMSN concerns.

The 18 entities yet to implement the NMSN include:

Arkansas
Guam

Idaho
Louisiana
Massachusetts
Mississippi

15
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Nebraska
Nevada

New Jersey
New Mexico
New York
North Dakota
Oregon
Pennsylvania
Puerto Rico
Texas
Vermont
Washington.

Q4. In 1998, CSPIA required the HHS Secretary, in consultation with States and
affected families, to develop a medical support performance measure based on the
effectiveness of States in establishing and enforcing medical support. Can you
provide an update on the development of this performance measure?

Secretary Thompson:

The former Secretary of HHS submitted an interim report to Congress in June 1999
indicating that additional time was needed to develop the medical support performance
measure and standard. The workgroup of State, Federal and advocacy representatives
concluded their work and submitted recommendations for proceeding with a medical
support incentive. Those recommendations are under consideration and will be addressed
as part of the HHS/DOL joint report to the Congress which we are working with DOL to
finalize.

Child Welfare

Q1. The child welfare option is very vague and raises many questions, including
why we should take money in the TANF contingency fund and divert it to foster

care. Shouldn't we have an adequate contingency fund for welfare and for foster
care that are separate and distinct?

Secretary Thompson:

The TANF contingency fund is authorized at a level of $2 billion. Few States have
requested access to this fund for TANF purposes and we anticipate that few States will

16
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need the fund for child welfare purposes. Therefore, we do not believe that we need to
have a contingency fund that is separate and distinct for each program.

Q2. In the 1996 welfare law, the Senate took a strong position on maintenance of
effort. It is clear that several major funding streams support child welfare,
including Medicaid, Social Services Block Grant, and TANF funding. Given the
fiscal crisis States are facing, how will you ensure that State and local investments in
child welfare will be fully maintained at least at their current levels in all the
funding streams so there is not a net loss?

Secretary Thompson:

‘We have no reason to believe that States will not continue to protect children and provide
the same level of funding to their foster care programs. States are legally responsible for
and have an obligation to care for the children in foster care. That in itself ensures the
States commitment to funding. We are, however, developing a maintenance of effort
provision to ensure that States continue to invest in child welfare services at their current
levels.

Q3. AsIread about the new grant program, I see a quid pro quo that I do not feel
very comfortable with. States can invest in prevention but only if they are
successful in reducing their current foster care caseloads and not letting any
additional children into care. Shouldn't decisions about prevention and foster care
be based on the individual needs of children and families instead?

Secretary Thompson:

We agree that decisions about prevention and foster care should be based on the
individual needs of children and families. That is what our Option is all about. The
program option provides States with additional up front funding that may be used for
prevention efforts. States also will realize some savings from the streamlined
administrative requirements. In addition, the ability to use title IV-E dollars in a more
flexible fashion in and of itself provides the opportunity to enhance preplacement
services. To the extent States' prevention efforts are successful, fewer children will need
to enter the foster care system.

Q4. As you know, I have been very concerned over the years about ensuring that
abused and neglected children have the benefit of a range of federal protections to
ensure that they get quality care that is appropriate to their needs. Your staff have
assured my staff that all existing protections will be maintained and that is
reassuring. I am concerned however about how the federal government will
continue to ensure that individual children eligible for the program are afforded the
protections in federal law.
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Secretary Thompson:

The safety and well-being of children in foster care is a priority for the Department. We
will continue to use the Child and Family Services (CFS) Reviews to monitor the safety,
permanency and well-being outcomes for children in each State. The CFS Reviews
provide critical information and serve a collaborative role between States and the Federal
government in improving the child welfare system.

The Department will maintain existing child protections to ensure that States keep their

focus on child safety and well being when providing services. In particular, we will

continue to require:

e Licensing requirements for foster homes and child care institutions to ensure children
are placed in safe out-of-home placements.

¢ Criminal background checks for foster and adoptive parents to ensure the provider is
fit to parent the child.

* Prior to removal from the home, judicial determinations that state it is contrary to the
child's welfare to remain safely in the home.

+ Judicial determinations regarding reasonable efforts to prevent the child's removal
from the home and to achieve a permanency plan every 12 months.
Permanency hearings through the courts every 12 months for each child in foster care.
Administrative case reviews every 6 months for each child in foster care.
Case plans for all children in foster care to identify the goals and steps the agency is
taking to provide permanency.

» MEPA and Interethnic Adoption Provisions which prohibit discrimination on the
basis of race, color or national origin in making foster care and adoptive placement
decisions.

QS. HHS officials have discussed problems with the "look back" on eligibility for
foster care, and I agree this is a serious issue. If you understand that problems of
the look-back, why have you not proposed a better eligibility criteria for adoption
assistance? How can officials be confident that States will invest in adoption under
your proposal?

Secretary Thompson:

The Administration's child welfare proposal is designed to meet the needs of States for
flexibility and innovation within their child welfare systems while preserving fiscal
responsibility.

Unlike the title IV-E adoption assistance program where spending continues to grow at a
rate of approximately 10 percent per year, State title IV-E foster care expenditures are
increasing at a much slower growth rate. Therefore, we are maintaining the entitlement
to adoption in order to ensure that all children can grow up in a loving and permanent
home. States have a financial incentive to move children into adoption as the costs
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associated with maintaining a child in foster care, whether it is IV-E or State only, far
exceeds the costs associated with a child who has been adopted. Additionally, the
Administration is seeking reauthorization of the adoption incentives program to provide

specific fiscal incentives to States to increase all adoptions and in particular, adoptions of
older children.
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Mr. Chairman and Members of the Commuttee, thank you for inviting me to testifv. My
name is Margy Waller. I am a Visiting Fellow at the Brookings Institution in
Washington, DC where my research focuses on welfare and low-income working
families. It is an honor to appear before you to discuss the outcomes of the 1996 welfare
law, and methods for building on the law’s success as you consider reauthorization.

There is a widespread consensus that the implementation of the law has led to some
important and positive outcomes. Caseloads have dropped significantly, in large part
because adult welfare recipients left the rolls to go to work. In addition, the most
common way for welfare recipients to fulfill work requirements is an unsubsidized job in
the regular market. Furthermore, states report that nearly two-thirds of all adults are
working or participating in activities intended to lead to work.

One of the most surprising positive outcomes of the 1996 law, moreover, has been the
ability of states to use the flexibility in the law to “make work pay.” The combination of
caseload decline, and the promise made and kept by Congress to retain level funding of
the Temporary Assistance for Needy Families (TANF) block grant for five years, and the
flexibility provided in the TANF regulations, has made it possible for states to invest over
half of the block grants in child care, transportation, and other services. Research
increasingly shows the importance of these supports for families that stay in the
workforce. Given this record of achievement, considerable consensus about the success
of the law has emerged.

In view of that, the changes to the 1996 bill contemplated in the administration’s proposal
for welfare reauthorization are hard to understand. In sum, the proposal seems sure to
undermine the success of the welfare law by effectively eliminating the ability of states to
employ proven welfare-to- work strategies, and virtually wipe out the progress made in
the last six years to use TANF and child care funds to “make work pay”.

To see why this is so, my testimony will review the following points:

« States are moving record numbers of recipients into jobs and using the flexibility in
the law to engage a high percentage of the remaining recipients.

¢ States also use the flexibility in the law to provide work supports like child care and
transportation that help parents care for their children and remain off welfare to low-
income working families.

¢ There is no evidence that increasing the number of hours an adult must participate in
welfare-to-work activities will lead to better employment or family outcomes.

¢ The administration’s proposed work requirements will effectively force states to
create costly one-size-fits-all work programs states have generally not used their
flexibility to implement on their own.

o There is a growing body of evidence that employment and family outcomes improve
when low-income families get work support services like child care, transportation,
housing, training, and wage subsidies.
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» States report that the administration’s proposal would require that they cut funding for
these successful work support services in order to pay for large, expensive, and
unproven work programs for those remaining on the rolls.

In my testimony, I will first review some important outcomes and lessous of the state and
local implementation of the welfare law. Next, I will outline my concern that these
successes will be undermined by the limitations and cost of the administration’s proposal.
Finally, I will make some specific recommendations to the committee for your
consideration as you draft a reauthorization bill.

Welfare law outcomes -

In 1996, the states and federal government shared the cost of the Aid to Families with
Dependent Children (AFDC) program. States had the power to decide which families
would be eligible, within some federal rules. And the states and the federal government
shared the cost for a welfare check and limited services to every eligible family that came
through the door of a welfare office.

The 1996 welfare legislation altered this arrangement significantly.

Now, states get a block grant from the federal government that is roughly equivalent to
the amount of federal funds they were getting just before the federal law passed.
Congress promised to continue funding the block grants at the same level for six years,
even if state caseloads declined. States must continue o spend about 75 percent of the
amount they were spending for AFDC. There are new standards and rules for states and
recipients, but much more flexibility for administrators in program design.

States must meet work participation requirements, which means that beginning in 1997
states had to have an increasing percentage of their caseloads engaged in welfare-to-work
activities defined by the federal law. The state may only count adults who participate in
at least 30 hours of countable activities a week toward the rate. Parents with children
under age 6 can be counted if they work for 20 hours.

The participation rate requirements increased from 25 percent of the caseload in 1997 to
50 percent in 2001. However, in an attempt to give states credit for moving people off
welfare (and hopefully into work) the law rewarded states for reducing the caseload.
States get to reduce the participation rate for each percentage point of caseload reduction
since 1995. This formula lead to a much smaller effective participation rate requirement
than anyone anticipated. By 2001, the national effective rate had dropped to five percent
as a result of the significant national caseload decline. However, states’ actual
participation rates are much higher.

Researchers have credited caseload decline of more than 50 percent to a combination of
factors: the change in culture resulting from signaling in the federal law; a strong
economy that created high demand for entry level workers; and “make work pay”
incentives like earned income tax credits, child care assistance, and other supports
available to low-income working families.
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The low effective rate might be a problem if states had taken advantage of it to eliminate
their requirements for participation in work and work-preparation activities. But states
have not done that. In fact, a number of states have an effective rate of zero, but are
reporting participation in work activities meeting federal definitions in excess thirty
percent.

After 1996, most states designed programs with a strict work-first approach. However,
within a couple years, many administrators discovered that this strategy did not work well
for all recipients. States began to develop more of a menu of strategies for adults with
multiple barriers to work like health problems, limited English proficiency, domestic
violence, substance abuse, and depression. In addition, recognizing that many recipients
returned to the rolls after a job loss or financial setback, some states started to invest in
helping recipients prepare to secure a job that holds the promise of paying enough to
support a family, and offers opportunity for advancement. Still, the states are committed
to requirements for welfare recipients to work toward leaving the welfare rolls and are
engaging over 60 percent of recipients in some work-preparation activity.

Flexibility makes success possible

Caseload decline, combined with level funding, and the formula for participation
requirements have had the effect of maintaining state flexibility in the law. States used
this flexibility in two ways: to create participation options for hard-to-place recipients,
and to provide retention and advancement services to low-income working families.

Addressing the needs of adults with barriers to work

States have used the flexibility in the 1996 law to create employment services that meet
the needs of recipients with barriers to work, even when the activities are not countable
toward the participation rate in the federal law. Thanks to the formula for the
participation rate, administrators have been able to engage a large part of the caseload
and simultaneously attempt to design the most appropriate plans based on individual and
local circumstances.

Our research shows that single mothers in remote rural counties and central-cities
counties were more likely than their counterparts elsewhere to have been poor and on
public assistance for extended periods of time during the 1990s. In addition, the long-
term welfare caseload is increasingly concentrated in metropolitan areas with larger
cities. These families may require additional support to move from welfare to work:
services such as skills training for new employment opportunities, or transitional work to
prepare for the expectations of the workplace.

Improving job retention and advancement

Studies of families leaving welfare generally find that about two-thirds to three-fourths of
all “leavers” work at some point. However, this does not mean they find full-time year
around jobs. These families are working, but poor. Many remain below the federal
poverty line and are very much in need of work support services if they are to stay in the
jobs and move up the ladder of work. States use their flexibility to invest in work support
services like child care and transportation for these families.

.3,
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s States report that the administration’s proposal would require that they cut funding for
these successful work support services in order to pay for large, expensive, and
unproven work programs for those remaining on the rolls.

In my testimony, I will first review some important outcomes and lessons of the state and
local implementation of the welfare law, Next, I will outline my concern that these
successes will be undermined by the limitations and cost of the administration’s proposal.
Finally, I will make some specific recommendations to the committee for your
consideration as you draft a reauthorization bill.

Welfare law outcomes

In 1996, the states and federal government shared the cost of the Aid to Families with
Dependent Children (AFDC) program. States had the power to decide which families
would be eligible, within some federal rules. And the states and the federal government
shared the cost for a welfare check and limited services to every eligible family that came
through the door of a welfare office.

The 1996 welfare legislation altered this arrangement significantly.

Now, states get a block grant from the federal government that is roughly equivalent to
the amount of federal funds they were getting just before the federal law passed.
Congress promised to continue funding the block grants at the same level for six years,
even if state caseloads declined. States must continue to spend about 75 percent of the
amount they were spending for AFDC. There are new standards and rules for states and
recipients, but much more flexibility for administrators in program design.

States must meet work participation requirements, which means that beginning in 1997
states had to have an increasing percentage of their caseloads engaged in welfare-to-work
activities defined by the federal law. The state may only count adults who participate in
at least 30 hours of countable activities a week toward the rate. Parents with children
under age 6 can be counted if they work for 20 hours.

The participation rate requirements increased from 25 percent of the caseload in 1997 to
50 percent in 2001. However, in an attempt to give states credit for moving people off
welfare (and hopefully into work) the law rewarded states for reducing the caseload.
States get to reduce the participation rate for each percentage point of caseload reduction
since 1995. This formula lead to a much smaller effective participation rate requirement
than anyone anticipated. By 2001, the national effective rate had dropped to five percent
as a result of the significant national caseload decline. However, states’ actual
participation rates are much higher.

Researchers have credited caseload decline of more than 50 percent to a combination of
factors: the change in culture resulting from signaling in the federal law; a strong
economy that created high demand for entry level workers; and “make work pay”
incentives like earned income tax credits, child care assistance, and other supports
available to low-income working families. ‘
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1) increasing the number of hours an individual must participate in order to count
toward the rate
2) narrowing the activities that count toward the work activities hours {the first 20 under
current law, and 24 under the proposal)
3) increasing participation standards for states by
a) increasing the rate, and
b) eliminating the existing caseload reduction credit, replacing it with a credit
that will not reduce the rate so significantly

Of course, the three parts are inseparable because each has an impact on the others. For
example, analysis of existing welfare to work programs indicates that increasing the
participation rate above 50 percent would require counting any activiry, and all
participants regardless of the number of hours of participation. This was apparent in the
state responses to a survey last year. States reported that over 60 percent of adult welfare
recipients are engaged in some work-related activity, as defined by state or federal law.
However, only 29 percent are active for at least 30 hours in activities that count under
current law.

Increasing the number of hours of participation creates a number of problems:

* Most aduits in countable activities are working in the regular labor market where they
have not been able to find jobs that provide a 40-hour work-week, and it is difficult
and expensive for administrators to create programs for 5 to 10 hours a week.

+ In any particular week, a significant number of participants will not meet the hours
requirement if it is set at 40 hours. Even at 30 hours a week, many administrators
report difficulty and some states have consequently set hours requirements higher
than the weekly average they hope to achieve. To meet a 40-hour requirement, states
would actually have to set the hours minimum higher than 40.

¢ Increasing the hours requirement raises costs of program administration as well as
child care, forcing states to reduce their investment in other TANF-funded programs.
A recent Congressional Budget Office (CBO) analysis found that the overall cost to
states of implementing the proposed work requirements would be between $8 and $11
billion. Members of the administration indicate that the cost should be paid for with
the existing block grants, but do not indicate what services states should cut in order
to pay for a work program.

» States already have the flexibility to create workfare programs. However, they have
not used the option much at all, and certainly not in large statewide programs.
Nationally, only 5.3 percent of families counting toward rates were in community
service or work experience programs. Only 6.3 percent had any hours in these
activities. In fact, most adults that count toward the rate are working for wages in the
regular labor market. However, their earnings are so low that they remain eligible for
some cash assistance, enabling the state to count these workers toward the rate.

Narrowing the list of countable activities would force states to make major changes

o Inlast year’s survey, states reported that under the current law on average 29 percent
of the TANF cases with an adult in the caseload are engaged in a federally-defined
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work activity for at least 24 hours a week. However, only 20 percent of the cases
with an adult are working 24 hours or more in an activity that would meet the
proposed definition of countable activities.

o This proposal runs directly counter to the advice of most administrators: Count more
education and training toward the rate, as well as other barrier removal activities like
treatment for depression and substance abuse.

The participation rate should encourage and measure success

The administration’s proposed rate would eliminate the credit for caseload reduction, and
replace it with a formula that temporarily adds working families who leave the rolls into
the rate. The House bill inexplicably retains a caseload reduction credit, despite broad
agreement that the goal should be to measure successful outcomes, not just families
leaving the caseload since some 25-40 percent leave without a job. This subtraction
approach is confusing. The public and media reasonably expect states to be striving for
the actual rate, not the rate minus the maximum credit allowable.

Instead, performance measures for success should count the outcomes we want to
encourage. The rate should count those who are on assistance and engaged in work
preparation, subsidized and unsubsidized employment, as well as those who have left
welfare for work. It should give extra credit for placements in better paying jobs and
credit for helping low-income parents stay on the job with child care and transportation,
or other work supports. This proposal is much like the one adopted by this committee last
year, and supported by senators from both sides of the aisle.

The s:ate parscipation and employment standard should encourage and measure desired
outcomes without simultaneously making it more difficult to achieve these outcomes.
While the administration’s proposal for the rate partially accomplishes the first, it fails on
the second.

Pushing all of the administration’s proposed work requirement levers at the same time
would be a recipe for failure—for the states, for low-income workers, and for families on
welfare.

Part 2: Providing the assistance families need to advance in their careers?

The administration’s proposal to “strengthen work requirements” comes at a high cost to
program flexibility and services to low-income working families. So it seems reasonable
to ask what evidence exists that the changes in work hours will lead to better TANF
outcomes.

Recently, a member of the administration asserted that the proposal to increase work
hours is “... a plan to help welfare recipients not only leave the rolls, but escape poverty.
That is because working full time, even at relatively low-wage jobs, when combined with
the Earned Income Tax Credit, helps recipients escape poverty. Part-time work does not.”

There is no disputing this statement, of course. After all, the last administration
deliberately designed its expansion of the Earned Income Tax Credit to ensure that full
time workers with children would be able to escape poverty when they combined
eamnings with the EITC and food stamps. However, there is no connection between the
math involved in this explanation, and a conclusion that people who have not been able to
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find a full-time job, or even any job, will benefit from a full-time commitment to some
combination of workfare and other activities.

Further, the explanation fails to acknowledge that the proposal will force states to reduce
services like child care to poor working families. These work support services have
proven to help families “advance in their careers” by retaining jobs. The cost of
increasing work hours for the recipients still getting cash assistance will require a
reduction in education programs for working parents who could get a better job with
additional training.

Members of the administration have also referenced a recent study from the University of
Michigan as evidence that increasing work requirements will lead to success. A careful
reading of the paper, however, reveals that the authors find that providing wage subsidies
to welfare recipients who get jobs produces the strongest income gains——stronger than
strict penalties. The research did not consider increased work hours or countable
activities at all.

In fact, the Michigan research suggests that reauthorization should address the
contradiction in the welfare law that makes it difficult for states to provide wage
subsidies to adults on welfare when they find work. The current law has a kind of push
and pull that puts these working adults in a tug-of-war. If they find a job and the state
offers a federally funded wage subsidy (also called an “earned income disregard™), the
family has to choose between enhanced economic security provided by the wage subsidy,
and using up more months of the time limited benefit. Many observers have suggested
that Congress address this inherent contradiction in the law by clarifying that wage
subsidies miay t2 provided to working pareats without counting months when families
receive such subsidies against the five-year time limit. While the Michigan study cited
by the president provides evidence that supports making this change, the president’s
proposal and the House bill do not address the wage subsidy contradiction.

Creating and expanding workfare programs is costly, and would require spending cuts in
services to working families and hard-to-serve welfare recipients

The CBO estimates the cost of the work requirements of the House-passed bill (about
equally split between the cost of the work program and additional child care that would
be needed) at between 38 billion and $11 billion over five years. However, neither the
administration nor the House bill increases TANF block grant funds. The
administration’s budget acknowledges that its proposed flat funding of child care will
result in a loss of slots for child care assistance, while the House only guarantees an
additional $1 billion in child care.

Consequently, states would have to pay for the work program and additional child care
out of the TANF block grant. States have been able to use carry-over funds that resulted
from a rapidly decreasing caseload, and the delay that came from a transition to a new set
of programs. In 2002, however, states spent $2 billion more than their annual federal
grant as they spent down the carry-over. Now, states are cutting programs like child care
for the working poor created with those funds.

How would states cover the costs of creating a work program and the child care that
would be necessary for more people to be engaged for more hours? States would be
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forced to take funds away from services to poor working families and welfare recipients
receiving services for multiple barriers to work. Services like child care, substance abuse
treatment, and transportation would be cut. Or eliminated.

In short, the combination of parts in the administration’s work requirements proposal
reflects a choice. It represents a decision to focus excessively on all the families still
getting a welfare check at the cost of supporting low-income working families who need
services like child care and education so they can remain off welfare and support their
families. Itis even a trade-off that restricts the states” ability to provide training for those
left on the rolls, likely limiting the future employment options of those participants.

This choice might be more logical if the administration could point-to research that
supports the president’s proposal. In the absence of such evidence, the better method for
“providing the assistance families need to progress in their careers” is one that retains
flexibility, and resources for work supports proven to improve placement, retention, and
advancement.

Part 3: Granting states more flexibility to run successful programs?

Proponents frequently say the administration’s welfare reauthorization proposal increases
flexibility. By this, they are presumably referring to the fact that the proposal requires 40
hours of participation, up from 30, but allows states great latitude in defining countable
activities for the last 16 hours. However, this description completely overlooks the
impact of other parts of the administration’s proposal. Before states ever reach the point
of designing a program of activities for the last 16 hours, the state must have a plan to
meet the other requirements.

States would have to design and administer a program that includes 24 hours of
community service or unpaid work for recipients that have not found a job in the regular
market. The only way to meet the proposed work rates of 50-70 percent (depending on
the size of the credit) would be to include almost all adults in a workfare program. The
cost of creating and managing such a large number of community service or work
experience positions would force states to withdraw spending on work supports like child
care. The rest of the administration’s proposal seriously undercuts any benefit of
flexibility in the definition of countable activities in the 16 hours after the first 24.
Furthermore, since current law already provides states the option of requiring 40 hours of
participation defined as the states choose, mandating 40 hours of engagement can hardly
be called an increase in flexibility.

The combined impact of these proposals is particularly troubling. The administration
proposal requires increases in state participation rates and hours that adults must be
engaged in activities in order to be counted toward the rate, and a narrowing of the
activities that are countable as “direct work activities”.
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More than one state administrator has expressed concern that this proposal forces them to
ignore “lessons learned.” For example, in Washington State, independent research found
the state’s unpaid work experience program so ineffective at increasing employment and
earnings for participants that the state canceled the program. The administration’s
proposal would effectively force the state to reinstate and even expand the canceled
program.,

States are nowhere near meeting the proposal’s combination of a proposed 70 percent
participation rate at 40 hours a week. Still, close to that percentage of adults is currently
engaged in at least some activity—albeit for fewer than 30 hours. But only 30 percent is
participating for 30 hours or more in countable activities. That means, as an analysis by
the Manpower Demounstration Research Corporation has found, that the only way for
states to increase the participation rates further is to relax the hours requirement and
expand the list of eligible activities.

Under the administration proposal and the House bill, states would have to significantly
ramp up work programs in order to meet the proposed requirements. The MDRC
research suggests that both states and individuals would fail to meet the requirements in
the administration proposal. In part, this would happen because it will be very expensive
for states to develop a “work only” option for 24 hours a week for large numbers of
welfare recipients. In addition, in any particular week a significant number of recipients
will not meet the hours requirement because they are waiting for an assignment,
temporanly disabled, experiencing a transportation or child care problem, taking care of
an 1}l family member, or any one of a number of such common occurrences.

in short, the administration’s welfare reauthotization proposal cieates an effective
unfunded mandate on states to create a large public program of unpaid work that would
unraveling heralded state flexibility and undermining the state creativity that led to
welfare reform and supported so many successful outcomes.

States describe the loss of flexibility anticipated under the proposal

Last year 41 of 47 states responding to a survey indicated that they would have to make
“fundamental changes to their programs and/or redirect resources” to meet the
requirements of the administration’s proposals.

The state of Utah provided this response:

Yes, a major redirection of resources and policy would occur. Utah would likely,
have to abandon the universal participation approach based on individualized
employment planning. Employment counselors would become worksite
developers and monitors instead of negotiating individualized employment plans
tailored to meet the customer's needs to be employed.

The state of Oklahoma described the likely impact on its program:
This would cause a major shift in how we run our programs. We currently have
contracts with many state and community partners to provide work readiness

activities for our TANF client. These contracts would have to be ended or
severely modified. Additionally, we would have to seriously look at the

9.



136

probability of including a community service component to our program which
we currently do not have.

New York State noted that the proposal would have a negative impact on services to low-
income working families:

To meet these increased rates, New York would have to significantly increase the
number of recipients in other allowable activities such as work experience and
community service. TANTF resources directed to support working recipients and
other low-income individuals will need to be redirected to help meet the increased
rates to perform the additional referral and tracking functions associated with
increased hours and numbers of participants.

State respondents were particularly concerned about the difficulty of meeting the
proposed requirements “in rural areas where the economy is often lagging and
employment opportunities are limited”.

Just last month, a state legislator summarized some of the states’ concerns, saying:

States are strongly committed to the work first focus of TANF. But, Federal
constraints will compromise our ability.to allocate our resources and design
flexible programs to best serve individual recipients._Major changes in the
current requirements could upend state spending decisions. If we revert back to
the pre-1996 system of cookie cutter programs being foreed upon the states, { can
guarantee that you will lose two critical components of this program:

o State and local officials that have bought in to the program and are willing to
work with Washington to improve the lives of families: and

» The creative and innovative programs that have been the lynchpin of welfare
reform, letting families get a paycheck instead of a government check....

{tThe TANF program has given each state the freedom to respond to its own
unique set of needs and circumstances. If new and inflexible work requirements
are added to the program, states, constrained by the fixed sum of money available
from the block grant and their own economic difficulties, will be forced to cut
back on other TANF funded programs that support work. Can Iowans on welfare
succeed with reduced access to childcare or other valuable services that would be
sacrificed in order to try to meet these requirements? No. (Emphasis in
original.)

New math
In February, the White House released a fact sheet about the president’s welfare
reauthorization proposal that said his plan would “increase the welfare-to-work resources

available for families.” In the document and press statements made since its release, the
administration explains this statement: because of caseload decline the plan will provide
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“an average of $16,000 per family in federal and state welfare, childcare, and job training
resources, compared to $7,000 per family available in 1996.” This math needs to be
evaluated carefully.

It is true that if one divides the amount of federal and state TANF and child care funds by
the number of cash assistance recipients, there is an increase in spending per family.
However, this math assumes that states are spending all of these resources on cash
assistance recipients. In fact, as noted above, states have used the savings from caseload
reduction to provide services to many low-income working families that are not receiving
cash assistance.

The TANF block grant is not a “cash assistance™ program; it is a funding stream for
“Temporary Assistance to Needy Families.” Based on the provisions of the 1996 law,
states only count cases getting assistance in their caseload reports to the Department of
Health and Human Services. Thus, the caseload decline we all applaud represents only
those families that are either not working or, commonly, working for wages and earning
so little they remain eligible for some assistance.

The General Accounting Office reported that a survey of 235 states found the states were
providing TANF funded services to 46 percent more families than are receiving
assistance. The only way to increase spending on a per family basis is to decrease the
number of families served.

The adminisiration’s proposed work requirements suggest that is exactiy the idec. The
plan would force states to shift funds away from services to low-income working families
in order to create a workfare program only for cash assistance recipients. Again, this
action makes little sense in light of the fact that there is no evidence that making the
change would lead to better employment outcomes. In fact, there is evidence that
reducing work support services to working families will force some families back on the
welfare rolls. It is hard to understand the reasoning behind the administration’s proposal.

Recommendations

State and local administrators of the TANF and child care funds have shared their
suggestions for reauthorization with members. This committee has been particularly
attentive to these recommendations and would be well served to continue working closely
with those officials in developing this bill.

Last year, this committee passed welfare reauthorization legislation developed in large
part by a bipartisan group of committee members consulting with their constituents.
Many senators from both sides of the aisle supported the bill.

I will begin my recommendations by commending the committee and all of the members

who worked together to develop that proposal. That legislation incorporates many of my
recommendations.
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I will highlight important provisions of that bill that should be included in this year’s
version and add a couple of other suggestions based on my review of the research.

+ Retain the welfare law’s focus on work without sacrificing flexibility; replace
the caseload reduction credit with a standard that rewards employment and
participation in work-related activities rather than caseload reduction.

A bill that strengthens the engagement of individuals by encouraging universal
engagement, increasing direct work requirements to 24 hours, and measures employment
outcomes sends the right signals to states and individuals. This combination of changes
increases the focus on work but also retains flexibility for the program administrators to
meet the particular needs of individuals and places.

e Support the development and expansion of transportation programs that
remove a significant barrier to work and better employment outeomes.

Both child care and transportation are usually cited as the most prevalent barriers to
success at work. Child care gets a great deal of policy attention, even if we are still a
long way from meeting the need of low-income working families. Policy solutions for
poor families with transportation barriers to work are rarely discussed however. Lack of
transportation is a significant barrier, preventing welfare recipients and other low- income
people from finding, getting, and retaining a job. Public transportation is sometimes
inadequate or unsafe in urban areas, and often virtually nonexistent in rural areas. Even in
urban areas wiih an exicting public transit system, service frequently does not match the
transportation needs of entry level workers whose work schedule may include early
morning or late night shifts when public transit is not available. Most welfare recipients
do not have access to a dependable automobile, and research indicates that lack of access
to an automobile is one of the most prevalent barriers to employment. Research further
indicates that car ownership improves the likelihood that low-income people will get and
keep work, and improves access to better jobs.

To address this problem, last year Sen. Jeffords recommended and the committee adopted
a pilot program to fund car ownership programs. Many nonprofits and public agencies
across the country, including states like Pennsylvania, Tennessee, Florida, Iowa, Arizona,
and others have started programs to assist welfare recipients and with car purchases. This
small funding stream could help ensure that successful programs continue as states face
budget deficits, and support new programs in other places.

» Funding for transitional jobs should be provided through the new Business
Links grant model to support existing programs and allow other
communities to develop this successful model for adults with barriers to
work.

The next step in welfare to work policy should build on successful efforts to address the

needs of particular places and populations. One of the important lessons learned since
1996 is that transitional jobs are an especially promising policy response to the needs of

-12 -



139

hard-pressed rural and urban communities, and unemployed people facing barriers to
work. Transitional jobs are wage-payving, community service jobs for welfare recipients
and other unemployed adults who have not been hired after a job search in the regular
labor market. These jobs provide experience and references that improve chances of
success in the job market and enable families to avoid destitution when welfare benefits
end. By comparison, unpaid work experience programs have not been successful with
people facing severe barriers to work. For example, in Fiscal Year (FY) 2002, only 9
percent of those enrolled in New York City’s unpaid Work Experience Program found
unsubsidized employment. In Washington State, after research showed that unpaid work
experience had very limited positive effects on employment and earnings, the program
was eliminated. :

» Expand funding to meet the critical need for child care assistance in low-
income working families.

Only 1 in 7 children eligible under federal guidelines gets assistance with child care
costs. Despite the increases in spending on child care in recent years, the vast majority of
low-income working families get no help with child care costs at all. At the same time,
states are cutting their spending on child care because of significant budget deficits. The
administration’s budget proposal makes no increase in the Child Care and Development
Block Grant, and acknowledges that this will mean a loss of 200,000 slots over the next 5
years. In fact, last year CBO estimated that it would cost $4.5 to $4.9 billion over the next
five years just to maintain the current level of child care in states. Of course, any increase
in hours or participation rates would require an additional, and significant increase in
child care spending.

In order to make welfare work, both families still getting cash assistance and those with
low-income working parents need help with child care in order to succeed in getting and
keeping a job. Currently, thousands and thousands of low-income working families are
scheduled to lose the child care help they need to stay employed. States are lowering
eligibility for assistance and waiting lists are growing for those who remain eligible. In
order to continue working, families face horrendous choices. Often the only options are
paying a significant amount of their limited income for child care, leaving little for other
necessities, or placing children in situations that could jeopardize their basic health and
safety.

* Reinstate public benefits to legal immigrants.

The 1996 welfare law barred recent legal immigrants from receipt of TANF-funded
assistance and services, as well as Medicaid. This bar on benefits for recent immigrants
disproportionately impacts cities, as they are home to the majority of immigrants in the
United States. Many states use state dollars to provide some benefits to legal immigrants.
In some places, local governments are required to share the cost of providing these
benefits. In other places, local governments finance some services without help from the
state. While immigrants are likely to work, they often earn low wages for jobs that do not
come with benefits. Many of these working immigrants would benefit from the work
supports that other low-wage workers may receive like health coverage and child care, as
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well as TANF-funded training and education like English-as-a-second-language classes.
When new immigrants are temporarily unemployed, they should be able to access the
same safety net as other taxpayers. States should be able to use federal funds to support
these working families.

» Permit states to use TANF-funded housing assistance as a work support like
child care and transportation—without counting such aid against federal
time limits.

The affordable housing gap has adverse consequences for low-income families trying to
work. The demand for affordable housing is increasing and already far exceeds supply.
Much of the current stock of affordable housing is located in places that have limited
employment opportunities and are a long distance from centers of job growth. A growing
body of research suggests that providing housing assistance to low-income families and
enabling families to live closer to employment opportunities may help welfare recipients
get and keep jobs. Ten states (including Kentucky and Pennsylvania) and several counties
in two additional states have committed federal TANF and/or state maintenance-of-effort
funds to programs that provide housing subsidies. Many of these jurisdictions were
unable to implement the types of housing programs they wanted—particularly ongoing
rental assistance to working families—due to HHS rules that consider any TANF-funded
housing subsidy that is not short-term as “assistance” even if families are working and
not receiving TANF cash benefits. Under these rules, a TANF-funded housing subsidy
provided for more than four months counts against the family’s federal lifetime TANF
time limit. TANF-funded supplemental housing benefits should be caiegorized as “non-
assistance” to facilitate states’ use of TANF funds to serve working families.

» Enhance local options to prepare and support a skilled workforce required
for successful economic development by counting educational activities that
prepare workers to meet the needs of employers toward the participation
rate.

‘When states have chosen to make education and training immediately available as one of
a "mix" of service options for their welfare recipients—as determined by each person’s
specific situation and by the skill requirements of available jobs in the local labor market-
- they have shown some of the greatest achievements in the nation in terms of
employment and earnings gains for their TANF clients. Oregon allowed certain welfare
clients to access any where from a few weeks to two years of education as part of their
welfare-to-work strategy, as determined by what would best help that individual land a
decent job in the local private-sector labor market. Other Oregon clients participated in
job search, or some combination of job search and education—but there was no mandated
combination of how and when such services should be combined. With that flexibility,
and the flexibility to use employment and training freely as part of an employment
strategy, Oregon surpassed earnings and employment gains beyond any other state in the
study. However, under the Administration’s proposal, this strategy would be essentially
impossible to implement. States should have the flexibility to replicate Oregon’s
successful program.
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e Maintain state flexibility to design participation plans for adults with
barriers to work.

While education or vocational training can prepare some parents for careers, other
recipients need a different set of activities for them to move to self-sufficiency. Some
parents have significant barriers to employment—physical disabilities, mental health
problems, substance abuse problems, leaming disabilities, very low literacy,
homelessness or insecure housing and domestic violence—that must be addressed if the
parent is going to secure employment. Some parents need mental health treatment, some
need substance abuse treatment, some need to learn to read, and some need time to find
and secure safe housing—sometimes away from an abusive partner. For many of these
parents, 40 hours—or even 24 hours—of participation in workfare would not be the
welfare-to-work activity best suited to helping them succeed in the workplace, or
maintain family security and safety.

Over the past six years, states increasingly have worked to develop individualized
approaches to helping recipients move from welfare to work. States have had the
flexibility to engage recipients in a range of activities, including activities that did not
meet the federally prescribed participation rules. States could choose to place recipients
in activities the state thought were most appropriate even if the recipient would not then
be countable toward the participation rate requirements. TANF reauthorization legislation
should ensure that while states are required to engage an increasing number of recipients
in welfare-to-work activities, they retain the flexibility they now have and use to tailor
those activities to the needs and circumstances of each recipient.

e Allow states to provide wage subsidies to low-income workers from federal
TANF funds without counting months of such assistance against the federal
lifetime limits of workers.

Reauthorization should address the contradiction in the welfare law that makes it difficult
for states to provide wage subsidies to adults on welfare when they find work. The
current law has a kind of push and pull that puts these working adults in a tug-of-war. If
they find a job and the state offers a federally funded wage subsidy (also called an earned
income disregard), the family has to choose between enhanced economic security
provided by the wage subsidy, and using up more months of the time limited benefit.
Congress can address this inherent contradiction in the law by clarifying that wage
subsidies may be provided to working parents without counting months when families
receive such subsidies against the five-year time limit.

Many of those adults facing and reaching time limits in some states are currently working
and using up months of assistance because their low income makes them eligible for
some cash assistance. While it is possible for states to provide such wage subsidies in a
separate program funded with state dollars not subject to time limits, it reduces flexibility
to require states to manage the accounting of two separate programs. Instead, federal
welfare-to-work policy should ensure that states have the option to use federal funds to
support families who are working but poor. Federal policy should signal states that
providing a wage subsidy to working families does not have to count against time limits.
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e Address problems faced by low-income families in applying for and receiving
work supports like child care and food stamps.

The Administration proposal and House bill propose to address problems faced by
ehigible recipients in accessing services by creating a new waiver to facilitate program
mtegration. While the goal in this component of the proposal is important, the proposed
process is a means to the end that unnecessarily leaves out important opportunities for
stakeholder input. Under the administration proposal, states and the secretaries of
administering federal agencies would be largely the sole decisionmakers leaving out local
elected officials and providers (not to mention Congress). In addition, this so-called
“superwaiver” option s so open-ended that it would permit change that fundamentally
alter programs in ways that may be wholly unrelated to improving program integration.
Instead, it makes sense to provide pilot grants to local communities testing methods to
improve uptake of various services. In addition, a thorough review of the true barriers to
program integration should be undertaken before recommending sweeping changes in
program management.

« Restore full funding to the Social Services Block Grant (SSBG) that states
use to provide welfare-to-work services.

In 1996, Congress and the governors agreed to reduce SSBG funding to $2.38 billion for
5 years and then return it to its former level of $2.8 billion in 2003. Unfortunately, the
funding level was further reduced in 1998 to offset funding increases in TEA-21. SSBG
is currently funded at $1.7 billion. At this point, the purchasing power of SSBG has
declined by 80 percent relative to its initial funding level in FY 1977. The cut in SSBG
has forced social services providers to discontinue services to children, families, the
elderly and people with disabilities, lay off staff, and reduce benefits for vulnerable
families. These cuts exacerbate the budget crisis in states today. There is considerable
bipartisan congressional support for a return to the $2.8 billion funding level including
longtime champions of SSBG on this committee.

* Marriage proposals

The needs for federal support for various proven methods of improving welfare outcomes
are significant, as is clear from the list above. Meanwhile, only a few states have been
anxious to test methods of strengthening or encouraging marriage with their flexible
dollars. The evidence that we can even accomplish these goals is scant. Further, the
public seems opposed to the use of federal funds for this purpose. Under these
circumstances, it seems logical to invest any “spare” funds in child care, transportation,
transitional jobs, or other proven strategies for success. However, if members choose to
dedicate special funds to encourage states to experiment with marriage strengthening
strategies, the funding should be available to replicate the one of the few strategies for
which there is evidence of success: the Minnesota Family Investment Program (MFIP).
MFTP participants were more likely to be married and had a reduced incidence of
domestic violence compared to other welfare recipients. The model included program
components designed to increase household income, including work incentives like wage

- 16 -



143

subsidies. States should also be able to use such funds to invest in proven strategies to
reduce teen pregnancy, which is associated with welfare dependency, poverty, and
reduces the likelihood of marriage,
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Since 1996, the state and local administrators of TANF have made enormous progress in
tuming what was a check-writing safety net into a placement, retention, and advancement
system. Millions of former welfare recipients have made the leap from welfare to work.
As a nation, we have come a long way toward fulfilling the social compact that promised
full-time working parents would not live in poverty with their children. We clearly still
have room for improvement. The decisions made in welfare reauthorization will
determine whether we continue making progress in fulfilling that social compact and
supporting those who still struggle to work. If Congress pursues the proposal made by
the Administration and endorsed by the House, we will walk away from the promises
made in the historic welfare law of 1996. Retaining flexibility, and improving the
options for states to support parents with barriers and parents struggling to stay on the job
is the best way to build on the success of welfare recipients and program administrators.

Thank you for the opportunity to testify on this very important legislation.
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ACES has 50,000 members and 400 chapters located in 48 states. We are representative of the
families whose 20 million children are owed over $88 biliion in unpaid child support. We have
banded together to work for effective and fair child support enforcement. Child support
collections have doubled due to income-withholding and criminal non-support laws. New Hire
reporting and bank account attachments have all resulted in increased child support collections.
60% now receive child support payments. Child support payments are relied upon by million of
families: low-income families child support payments represent 26% of the family income.
Single parents leaving the welfare rolls rely on child support payments to supplement low wages
more than ever before due to welfare reform.

40% of the children are still in need of support payments because the following problems are yet
to be solved:

1. Interstate Cases: make up 33% of the caseload but only 8% of collections: streamline the
Federal New Hire Registry process, obtain more help from IRS Full Collection Services,
improve the process for bank attachment and insurance intercept for multi-State cases.

2. Undistributed Child Support:: reported $738 million, and could be a higher see(Chart 1 )

3. IRS Offset Program: enhancements to collect support for children over age 18 and for
family-first distribution

4. Improved Enforcement Methods: passport denial, attach gambling winnings, social
security offset, revoking or suspending federal licenses, medical suppott

5. Improved Customer Service: no fee to families owed support, performance audits of
States to ensure timely services

1

Interstate cases make up about 33% of the caseload but only 8% of the collections (see
chart 3)

Streamlining the process used by the Federal New Hire Registry is needed. The current system notifies

the originating State who sends the notice to the employer. The employer then sends the payment to State
where it is located, and that State then sends the payment to the State that originated order, that State then
sends the payment to the family. There has been a significant increase in missing payments and problems
with income-withholding notices being sent out under the current system. State governments report being
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too short-staffed to process the large amount of data received. For example Alabama received 56,000
matches, Arizona 49,00, Florida 121,00, Iitinois 105,00, Mississippi 50,000, Missouri 67,000, New York
117,000, Texas 166,00, and VA 199,00 matches.

The New Hire Registry was developed to ensure efficient collection methods by requiring employers to
report new hires within 20 days. This data is to be measured against State and Federal case registries and
matches are sent back to the State for institution of income-withholding procedures. The system is failing
because States are not able to keep pace with the number of matches sent to them and because some
States, including California, stifl do not have PRWORA compliant case registries, so they cannot send or
deal with appropriate data.

The Federal Parent locator system needs to be empowered to issue income-
withholding notices to employer, and employers need to be able to send payment
directly to the State where the order originates.

For interstate cases where there is a self employed, under the table earner, or job hopper, and a large
arrearage, we should build on the success of the IRS offset program, which requires States to submit
cases, Requiring States to submit interstate cases with arrears of over $5,000 will bring additional needed
resources to collect child support. Current Jaw allows States to submit cases to the IRS Full Collection
Service if arrears are over $750 and other methods have been unsuccessful.

Attachment of bank accounts and insurance claims has resulted in millions of dollars to feed hungry
children. Problems exist on Interstate cases because banks and States have difficulty accepting
responsibility for case process. Having the Federal Office of Child Support enforcement process multi-
State cases will assist even more children,

2. Undistributed Child Support States report over $738 million at the end of 2001 in
collected but undistributed child support.

Most States do not have a reason for holding for at least one half of the undistributed funds (see Chart I).
One third to one-half of the reported undistributed funds are attributed to IRS offset payments being held
in case someone files and injured spouse claim. Most if not all states hold all IRS Offset money for six
months, even on cases where no one ever files an injured spouse claim. In addition to the reported amount
of $ 645,397,369 in 2000 when State total collections are compared with total distributed there is an
additional $140 million in payments collected but not sent to families. Some state escheat undistributed
child support to State Unclaimed funds or the General fund, Michigan has escheated almost $1 million
with-in the last year alone.( see Chart 1)

In Ohio, the Department of Jobs and Family Services (ODJFS) failed to impiement changes in the
Welfare Reform law, which reduced the amount of welfare benefits the State was allowed to recoup from
pre-assistance arrears. This caused 160,000 families to receive less child support than they were due.
About $38 million was illegally withheld from Ohio’s poorest families, those who participated in Ohio
Works First, became employed, and left the welfare rolls. An ACES investigation discovered that ODJFS
knowingly brought online a computer system in October 2000 that miscalculated distribution of child
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support payments owed families. As a result, Governor Taft has issued an Executive Order for refunds to
affected families. Lawsuits have also been filed in Alabama, Tennessee, and Georgia by parents who have
had misdirected payments.

Simplified distribution is needed, to help families receive accurate and prompt payments. It should
include: no pre-assistance arrearage assigned to State and increasing the pass-through to $400 for family
of two, $600 for family of three or more. It should use TANF or State Maintenance of Effort (MOE)
funds to pay for pass-through and expanded distribution to former TANF families.

Federal law requires States to do an annual self-assessment in 42 USC Section 654(15)(A). The Secretary
of Health and Human Services has the authority to issue regulations on what the self-assessment will
require. Those regulations have been issued, but the distribution section does not require reports on
undistributed funds or what efforts States are making to reduce this problem (45 CFR Section 308.2(d)).
The regulations should be amended to require such reporting. It would at least get States to address the
problem and make some plan for dealing with it.

In addition, States should be required to place all undistributed funds in an interest-bearing account. They
should also be required to pay the interest to the custodial parent (when identified) or the non-custodial
parent (if not found, the money should be returned to the obligor). If neither the custodial parent nor the
non-custodial parent can be identified, the State could keep the interest but would have to report it as
program income.

The Federal law which gives OCSE authority to audit State programs to determine whether collections
and disbursements of support payments are carried out correctly and are fully accounted for is 42 USC
Section 652(a)(4)C)(ii)(I1). Health and Human Services should be required to issue a regulation saying
that this power would be exercised whenever a State reported undistributed funds in excess of .03% of its
total yearly collections. The auditors could then determine the source of the problem and require the State
to correct problems

If the State Disbursement Unit (SDU) receives any information with a payment that indicates that the
payment might be for one or more identifiable families, but the SDU holds the payment while it is trying
to determine for which family the payment was intended, it should be obligated to notify all families
potentially involved and give them a chance to come forward with information or claim the money.

OCSE should make it clear that SDUs, IV-D programs, and absent parent employers are legally required
to send copies of their payment and collection records on request to the family or its representatives. This
must be true even for out-of-state SDUs, IV-D programs, and absent parent employers. It must also
include records of an out-of-state SDU, I'V-D program, or employer of child support being sent to the
SDU, clerk of courts, or IV-D program in the family’s State. This change would better enable families to
identify where in the process money is disappearing.

OCSE should make SDUs and IV-D agencies create publicly searchable databases containing the known
information on all undistributed child support payments, so families and their representatives can look for,
and claim, their money. OCSE regulations should require States to complete data entry setting up a new
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SDU account within three days of the first child support order in a case, regardless of whether data entry
is done on the State level by SDU or the IV-D unit, or at the local level by 1V-D staff or clerks of courts.
OCSE regulations should require States to have quality assurance programs to ensure that data entry
creating new SDU accounts is performed accurately and within time deadlines.

OCSE regulations should require both TV-D and SDU customer service programs to be able to promptly
resolve payee family complaints regarding non-processing or mis-processing by the SDU of child support
it has received. This should include:

1. A requirement that payee families receive toll-free customer service numbers at the time of the first child
support order on their case

2. Limits on the percentage of calls that can result in a busy signal or no answer

3. Require that the customer service program be able to electronically access court orders; IV-D, SDU, and
court payment ledgers; and SDU and IV-D account data for each complaining payee family

4, Require that the customer service program be accessible by telephone to legal counsel for the payee family
pursuant to specified confidentiality protocols;

5. Require that the customer service program begin research regarding the payee family's complaint within
one business day and have sufficient staff to do so

6. More generally, States should be required to send monthly payment and balance notices to all cases for
both payee families and payors. States should no longer be permitted to obtain waivers of the monthly
notice requirement.

3. IRS Offset program

The IRS Offset program has a proven track record in collecting child support. Collection under this
program has increased from $2035 million in 1984 to $1.33 billion in 1998, a 635% increase.

PRWORA required States to implement laws which provided for family-first distribution of State tax
offsets. The same requirement should be in place for the IRS Offset Program. Children need child support
payments for food, clothing, healthcare and educational opportunities now. The government can wait but
children’s needs can’t. Also, allowing the offset to be used to collect back support due for children over
age 18 will position many families to better afford college expenses and will reduce the need for some
student loans. This important enforcement tool should be used to send a strong signal to those who fail to
support their children. They should not be exempted from their federal income tax refunds being attached
Jjust because their children are over age 18.

4. Improving Enforcement Methods is Needed
Children who receive child support:

Are more likely to have contact with their fathers'
Have better grade point averages and significantly better test scores’

! Argys, Peter, Brooks-Gunn, and Smith, “Contributions of Absent Fathers to Child Well-Being: The Impact of
Child Support Dollars and Father-Child Contact”, University of Colorado (1996).

ACES, Association for Children for Enforcement of Support, Inc.
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Have fewer behavior problems*
Remain in school longer’

Receipt of child support is associated with significantly higher expenditures on children than any other
source of income.

About 20% of our nation’s children have a parent living outside the household and are entitled to child
support. They are four times more likely to be poor and five times more likely to receive food stamps than
children who live with two biological parents. Child support, when received by low-income families,
accounts for 26% of family income.

Strong Child Support Enforcement:
Reduces the divorce rate®
Reduces the number of births to never married parents’
Reduces teenage pre-marital childbearing®

New studies show that strong child support enforcement programs have far-reaching positive social
impact that reduces the number of children living in fatherless households and promotes marriage. Many
recent studies have shown that strict establishment and enforcement of child support obligations is leading
to lower divorce rates and fewer illegitimate births. In “The Effect of Child Support Enforcement on
Marital Dissolution,” Lucia A. Nixon found that strong child support enforcement reduces marital
breakups, and in “The Effects of Stronger Child Support Enforcement on Non-Marital Fertility,” Anne
Case found that anything that increases the cost of fatherhood reduces the probability of children being
born. “The Impact of Child Support Enforcement Policy on Non-Marital Child Bearing,” showed that in
States with a strong child support enforcement programs, non-marricd women had fewer children.

Additional tools to collect support are needed to reach self employed and under the table earners include:

Denial of passports has been effective but the threshold needs to be lowered to $2,500 from
$5,000.

2 Graham, Beller, and Hernandez, “The Relationship between Child Support Payments and Offspring Educational
Attainment” in Child Support and Child Well-Being (Garfinkel, MacLanahan, and Robbins (eds), Washington, DC
(1994).

*H. McLanahan, ef al, National Survey of Families and Households (1994)

4Nixon, Lucia, The Journal of Human Resources, XXXII-1, Winter 1997, Vol. 32, No. 1 and Barnow, Burt S., er al,
“The Potential of the Child Support Enforcement Program to Avoid Costs to Public Programs: A Review and
Synthesis of the Literature”, U.S. Department of Health and Human Services, HHS 100-97-007 (2000)

’Case, Anne, Fathers Under Fire, Chapter 7, “The Effects of Stronger Child support Enforcement on Non-marital
Fertility” and Plotnick, Robert D., er al, “The Impact of Child Support Enforcement Palicy on Non-marital
Childbearing,” University of Washington (2000)

Plotnick, Robert D., et al, “Better Child Support Enforcement: Can It Reduce Teenage Premarital Childbearing?”,
University of Washington (1998)

ACES, Association for Children for Enforcement of Support, Inc.
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Revocation or Suspension of Federal licenses is needed; for example the FFA issues pilot
licenses. States programs to suspend or revoke drivers, recreational and professional licenses
have collected million of dollars for children. Do the same for Federal license will help even
more children.

Social Security (SSI) benefits. Many ACES members report that non-custodial parents who
receive SSI benefits are unable to provide any child support because benefits are only about $379
a month. Children of those who receive SSI needs remain the same. SST laws should be revised
to include a dependent benefit similar but of lessor amount that children receive if a parent
received Social Security Disability

Expanding current program of attaching lottery winnings and judgements to
include additional gaming winnings from casinos, horse and dog racing, jai lai, and
kene could result in an additional $750 million in collections. An easy implementation:
would have the attachment process piggyback current lottery and judgement attachments and the
Federal Parent Locator System. Cost of program could be recouped by government in welfare
saving and through a small processing fees to casinos, tribes, etc.

Medical Support/ Health Insurance for children lapses when a noncustodial parent looses
or changes jobs. Federal law requires the noncustodial parent provide health insurance if
available at reasonable cost form their employer. Broadening medical support laws to
allow coverage by either parent if available at reasonable cost from their employer and
for part or all of the of any additional costs to be paid via income withholding by
noncustodial parent if applicable is needed.

5. Improving Customer Service

Expedited process and federal timeframes are not being followed by State IV-D agencies. ACES
members report a 1-3 year wait to establish paternity, 2 years to establish an order, 6-9 months for an
income-withholding, 6-9 months for a court hearing, and 1-3 years for modification, 5 years for medical
support establishment and/or enforcement, 1 year for a Federal Parent Locator results, and 1-2 years for
action on interstate cases.”

Performance Audits of State Agencies are needed to ensure that services are provided in a timely and
effective manner. Self-assessment based on computer data are not sufficient to determine if services are
delivered in a timely manner

The average ACES member is a single-parent, and she has two children. About 50% of ACES members
are divorced, and the other half were never married. Member's average income is $15,000 per year, and
85% have, in the past, received some form of public assistance. At present, about 33% of the ACES
membership receives public assistance. ACES members report that collection of child support, when
joined with available earned income, allows 88% to get off public assistance. Collection of child support
enables our low-income, working-poor members to stay in the job force long enough to gain promotions
and better pay so that they can move their family out of poverty, and on to self-sufficiency. The collection

" ACES annual membership survey (2000).

ACES, Association for Children for Enforcement of Support, Inc.
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of child support, when joined with available earned income, means our members can pay their rent and
utilities, buy food, pay for healthcare, and provide for their children’s educational opportunities. Lack of
child support most often means poverty and welfare dependency. At the very least, it means having to
work two or three jobs to survive. This leaves our children with literally no parent who spends time
providing their children adequate nurturing, supervision, and the attention they need and deserve.

Families cannot afford fees. Victims should not be charged a fee to receive law enforcement services, The
$50 million allocated to review fees, undistributed funds, interstate collections, modifications,
automation; customer service is desperately needed:

s All States should be required to have a state fair hearing process for both custodial and non-
custodial parents to resolve problems at IV-D agencies. Most States only imiplemented a formal
complaint process as required in PRWORA for disputes about missing payments and welfare
balances. Ohio an Hlinois have a complaint process for all issues including lack or untimely
services

e Services required to be provide by 1V-D agencies should be posted in the Agency lobby and at
other government agencies

e Notice of availability of modification services should be include in all late payment notices to
noncusotial parents

» Both parents should receive a year end statement of showing payments made and outstanding
balances

About 50% of all children in the U.S. will spend part of their life growing up in a single-parent
household. An effective and efficient child support enforcement system is needed. The only government
system, which affects more children, is the public school system. Your action to assist America’s children
receive the support of both parents is needed. Please act today to ensue the nation’s children the
opportunity to grow and thrive.

Declaration
ACES, The Association For Children For Enforcement of Support, Inc. receives no federal funding

ACES, Association for Children for Enforcement of Support, Inc.
2260 Upton Ave.

Toledo, OH 43606

419-472-0047

Geraldine Jensen, President
419-466-4797

ACES, Association for Children for Enforcement of Support, Inc.
2260 Upton Ave., Toledo, OH 43606 419-472-0047
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Net Undistributed
Collections

STATES 2001
ALABAMA §4,734,748
ALASKA 2,508,112
ARIZONA 14,361,211
ARKANSAS 4,577,835
CALIFORNIA 190,181,896
COLORADC 332,430
CONNECTICUT 2.323,585
DELAWARE 2,415,152
DIST. OF COL. 1,816,077
FLORIDA 41,423,618
GEORGIA 8,230,025
GUAM 4,894,464
HAWAH 7.059,168
IDAHO 416,704
LLINOIS 3,084,576
INDIANA 31,903,750
IOWA 3,915,089
KANSAS 4,283,978
KENTUCKY 12,730,602
LOUISIANA 1,850,960
MAINE 1,631,087
MARYLAND 7.233,707
MASSACHUSETTS 19,557,667
MICHIGAN 44,162,708
MINNESQOTA 4,863,769
MISSISSIPPI 5,780,887
MISSOURI 16,064,945
MONTANA 1,044,189
NEBRASKA 3,823,910
NEVADA 3,170,975
NEW HAMPSHIRE 1,767,944
NEW JERSEY 8,238,774
NEW MEXICO 3,484,493
NEW YORK 62,128,934
NORTH CAROLINA 9,178,966
NORTH DAKOTA 1,640,699
OHIO 38,362,652
OKLAHOMA 1,333,543
OREGON 1,655,788
PENNSYLVANIA 14,847,756
PUERTO RICO 3,686,511
RHBODE ISLAND 4,668,220
SOUTH CAROLINA 5,822,387
SCOUTH DAKOTA 801,876
TENNESSEE 75,921,040
TEXAS 19,054,722
UTaH 1,206,276
VERMONT 2,616,364
VIRGIN ISLANDS 184,144
VIRGINIA 5,381,036
WASHINGTON 2,875,707
WEST VIRGINIA 9,061,558
WYOMING 1,833,167
TOTALS $738,222,416

ACES, Association for Children for Enforcement of Support, Inc.
2260 Upton Ave., Toledo, OH 43606 419-472-0047
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Source: Form OCSE-
34A line 9bE 4th quarter
Some states escheat (send money to) the state general fund where they are either used for the
State general fund or other projects. ACES did a Freedom of Information request to States to
determine number of cases and amount of child support which was escheated in 2001 and in
2002 through October**. The following states responded.

156

State 2001- # of cases 2001 Amount 2002 -# cases 2002
amount

AL 0 0 0 0

CT 0 0 0 0

KY 0 0 0 0

M1 unknown $463,123 Unknown $839,599
MO 11 1,188.71 141 10,243.31
ND 0 0 0 0

NE 0 0 0

NJ 1,200 $168,744 * *

OH 0 0 0 0

SC $100,940.08 $10,721.05
SD 0 0 0 0

TX $28,878.49 246 $3,456.16
ur 19,885 96 14,098 65

VA

VT 0 0 0 0

wv 2,513.29 8 2,907.23 17

* NJ- $5.3 million esheated since 1996, $3.4 million for prior to court unification in 1995
** some states reported through November

ACES, Association for Children for Enforcement of Support, Inc.

2260 Upton Ave., Toledo, OH 43606 419-472-0047
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Statement of the American Association of University Women

AMERICAN t
o the
ASSOCIATION OF U.S. Senate Finance Committee
UNIVERSITY Hearing on TANF reauthorization
WOMEN Wednesday, March 12, 2003
215 Dirksen Senate Office Building, 10:00 a.m.
Introduction

Enacted in 1996, the Personal Responsibility and Work Opportunity
Reconciliation Act dramatically altered the way the federal government provides
financial assistance to needy families. This act created Temporary Assistance for
Needy Families (TANF), which limited assistance to 60 months and required
recipients to work. TANF, however, failed to contain sufficient provisions for
education and job training. As Congress reauthorizes the 1996 act, AAUW believes
that welfare programs should end the cycle of poverty and promote self-sufficiency
through the proven methods of education and job training to help ensure that women
are not locked into low-wage, low-benefit jobs.

The success of current law must be based on the number of people no longer living
in poverty—not on the number of people no longer receiving assistance. Current law
seeks only to reduce the number of people on welfare by promoting job search and
early employment rather than increasing earnings for welfare recipients through
education and job training. By failing to provide roads to permanent self-
sufficiency, the law has failed to significantly lift women and families out of poverty.

o  While welfare rolls dropped 22 percent between 1995 and 1997, poverty
among families headed by single mothers dropped by only 5 percent.'

s In 1999, 28 percent of TANF recipients worked for substandard pay while
still qualifying for aid, compared to just & percent in 19942

* People leaving welfare earn about $6.61 an hour” or $8,000 to $12,000
annually.4

As a result of the drastic increase in families working without a significant increase
in earnings, working poverty has replaced welfare. Further, while poverty has

! Carnevale, A.P. and Reich, K. (2000). A Piece of the Puzzle: How States Can Use Education to
Make Work Pay for Welfare Recipients. p. 14. Princeton: Education Testing Service.

? Patel, N. (2001). Workforce Development: Employment Retention and Advancement Under TANF.
Nov. 28, 2001, http://www.clasp.org/pubs/jobseducation/technical%20paper.pdf.

3 Carnevale 13.

* Patel.
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declined overall, statistics show that poor people are poorer and more working families are
living in poverty.” Of the 2.1 million adults who left welfare between 1995 and 1997, 29
percent had returned by 1997.5

During the 107th Congress, both the House and Senate drafted welfare reauthorization bills.
While the House completed action, the full Senate failed to consider its bill. AAUW
opposed the House bill because it lacked the necessary access to education and training;
increased work requirements without providing adequate childcare provisions; included
$300 per year for experimental marriage programs; and reauthorized $50 million in funding
for abstinence-only education programs. AAUW was deeply disappointed in (and also
opposed) HR 4, the House welfare reauthorization bill passed February 13, 2003, which had
similar provisions.

However, the Senate bill crafted in the 167" Congress built upon current welfare law by
taking important steps to improve provisions related to education and training, vocational
education, and post-secondary education for the general TANF population. AAUW believes
that any welfare reauthorization bill in the 108" Congress must contain the necessary
education and training provisions found in the original Senate Finance Committee bill, and
urges the Senate to stay the course they charted last year.

Education and Training: The Proven Path Out of Poverty

The focus on work first and the federally imposed limitations on how states can use
their TANF funds have shaped the way states implemented current law. The law does not
allow welfare recipients adequate time to attain a degree or worthwhile job training and
arbitrarily tells states how many welfare recipients can be in such programs at any given
time. TANF gives states limited options in helping welfare recipients find and retain jobs
that pay a livable wage and get families out of poverty and off welfare permanently. These
limitations on states have resulted in significant declines in welfare recipients engaged in
education and training—2.7 percent in 1999, down from 5.8 percent in 1996.” In fact, in
1999, 44 percent of adults receiving TANF benefits reported having less than a high school
diploma.® AAUW believes that education and training must complement work to best serve
the needs of the local job market and individuals with varying levels of work experience.

Because statistics prove that educational access is inextricably linked to economic security
(see below), AAUW believes that women and girls must have access to education and job
training to achieve economic security. Only by improving their employability through

* Boushey, H. and Gundersen, B. (2001). When Work Just Isn’t Enough: Measuring Hardships Faced
by Families After Moving From Welfare ro Work. Nov. 28, 2001, http://www.epinet.org.

® Carnevale 14.

7 Strawn, 1., Greenberg, M., and Savner, S. (2001). Improving Employment Outcomes Under TANF.
Retrieved Nov. 28, 2001. http://www.clasp.org/pubs/jobseducation/BlankHaskinsFebruaryFinal.htm.
8 Zedlewski, S. (2001). Do Families on Welfare in the Post TANF Era Differ From Their Pre TANF
Counterparts? October 9, 2001. hitp://newfederalism.urban.org/pdf/discussion01-03.pdf
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education and job training can women attain jobs that pay a livable wage and stay off public
assistance permanently. States must also have the flexibility to target recipients with job
search, education, and job and skills training to respond to the needs of the local labor
markets. Education and training programs must not be viewed as separate from work but as
part of a continuum of activities that result in work.

Education and training make a critical difference in employability, earnings, and job
retention. Single female heads of households with a high school diploma are 60 percent
more likely to have jobs than those without a high school diploma or GED, and those with
an associate’s degree are 95 percent more likely to be employed.” In 1999 average earnings
for someone with a high school diploma was 50 percent higher than those with no
diploma.'® Further, the U.S. Bureau of Labor Statistics found that people in jobs requiring
the least education will experience the lowest professional growth over the next 10 years,
while the jobs requiring at least an associate’s degree will experience a job growth rate of 31
percent.

To increase earning potential, women should also be trained in nontraditional jobs—defined
as employment in which women comprise 25 percent or less of total workers. Women make
up the majority of low-wage workers, 57.5 percent of employees earning $5.15 to $6.14 an
hour, and part-time workers. In contrast, women working in nontraditional jobs can earn
between $8 and $9 an hour. For example, the average yearly income for auto mechanics and
repair persons, a nontraditional field, is $26,718, whereas the median annual salary for full-
time workers in service occupations, traditionally female jobs, is just over $15,000.

The Inescapable Link Between Violence and Women’s Poverty

Survivors of violence must overcome many hurdles to escape abuse and access
needed services. Unfortunately, poverty is among the most formidable barrjer of all. There
is an undeniable link between poverty and violence against women. In fact, as many as 60
percent of women receiving welfare have been victims of domestic violence as adults
(compared to 22 percent of women in the general population), and as many as 30% reported
abuse within the last year."!

The Family Violence Option (FVO) is an important provision that gives states the option to
flex program requirements for victims of domestic violence when those requirements could
put them and/or their families in danger. The FVO is a crucial tool for helping poor women
achieve economic self-sufficiency by proactively addressing violence in their lives.
However, not all states have adopted this critical option, and implementation is uneven.

® Buck, E. (2001). The Impact of Postsecondary Education on Poverty, Employment and Labor Force
Participation Among Single Female Heads of Household With Children. San Diego, CA: San Diego

State University.

 Trends in College Pricing. (2001). Washington, DC: The College Board.

' NOW Legal Defense and Education Fund. “Welfare and Poverty: Domestic and Sexual Violence,”

hitp://www.nowldef.org/html/issues/wel/violence.shtml.
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TANTF reauthorization should require states to uniformly implement the FVO and provide
incentives designed to ensure successful implementation.

TANF Reauthorization Proposals

AAUW believes the following changes must be made during reauthorization of the
Personal Responsibility and Work Opportunity Reconciliation Act:

+ Eliminate the 12-month limit on vocational education or job training.

» Eliminate the 30 percent cap on the number of families participating in vocational
education or on teen parents pursuing a high school diploma in a state’s caseload that
can be counted toward federal work participation rates.

» Allow education leading to a diploma, GED, certificate, associate’s degree,
bachelor’s degree, or postsecondary degree to count toward federal work
participation rates.

o Extend the Family Violence Option (FVO) to all 50 states.

Conclusion

The nation's unemployment rate increased to 5.8 percent in February 2003, and
companies across the country slashed 308,000 jobs. These job losses represent the steepest
one-month slide since labor markets hit a slump in the wake of the 2001 terrorist attacks,
when 750,000 Americans lost their jobs between September and November 2001. With the
nation in a recession, people must be given the option of improving their employability
through gaining new skills and advancing their education without the threat of losing federal
assistance. In this way women and families can achieve self-sufficiency and get off welfare
permanently.

Contact: Lisa Maatz, Director of Public Policy and Government Relations, 202/785-7793
Jamie Fasteau, Senior Lobbyist\Government Relations Manager, 202/785-7730
AAUW Public Policy and Government Relations Department
January 2003

AAUW, representing over 100,000 college graduates and more than 1,300 branches, is the
nation’s leading advocate for education and equity for women and girls. Please visit our
web site at www.aauw.org for more information.



161

March 18, 2003

Committee on Finance
219 Dirksen Senate Office Building
Washington, DC 20510

Dear Mr. Chairman:

On behalf of The Alan Guttmacher Institute (AGI), a not-for-profit corporation
specializing in research, policy analysis, and public education on issues related
to sexual and reproductive health, I appreciate the opportunity to submit
written testimony for the official record of the hearing held on March 12, 2003,
before the Senate Finance Committee, entitled “Welfare Reform: Building on
Success.” Specifically, I would like to comment on the section 510 state
abstinence-only education program created under PRWORA.

In recent years, AGI has conducted extensive research on matters that have a
direct bearing on current policy discussions around abstinence promotion and
sexuality education. This research includes nationally representative surveys of
local public school district superintendents as well as public school teachers in
grades 5-6 and 7-12; an analysis of the factors responsible for recent declines in
teenage pregnancy; and a cross-country comparison of teenage sexual and
reproductive behavior. Much of this research appeared in the peer reviewed
journal, Family Planning Perspectives, between 1999 and 2001.

More recently, AGI summarized many of the Institute’s research findings along
with key research findings of other experts in the field in three articles
published in The Guttmacher Report on Public Policy. These articles, which
are attached for inclusion in the record, include: “Sex Education: Politicians,
Parents, Teachers and Teens” (February 2001); “Teen Pregnancy: Trends and
Lessons Learned,” (February 2002); and “Abstinence Promotion and Teen
Family Planning: The Misguided Drive for Equal Funding” (February 2002}.
Several of the research findings summarized in these articles include:

®  Abstinence education is already widely taught in schools across the nation:
Fully half (51%) of school districts with a policy to teach sexuality
education require that abstinence be promoted to students as the preferred
option but also permit discussion of contraception; another third (35%)
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require that abstinence be taught as the only option for unmarried people, while either
prohibiting the discussion of contraception altogether or limiting discussion to contraceptive
failure rates. Only 14% teach about both abstinence and contraception as part of a broader
program designed to prepare adolescents to become sexually healthy adults.

Teachers are increasingly providing abstinence-only education in the classroom, but many
believe they are not meeting their students’ need for information. The proportion of public
school teachers who report that they teach abstinence as the only way of preventing
pregnancies and sexually transmitted diseases rose dramaticalty between 1988 and 1999
from 2% to 23%. Despite the fact that more than nine in 10 teachers believe that students
should be taught about contraception, one in four say they are instructed not to teach the
subject. One in four teachers also say that they believe they are not meeting their students’
need for information.

The vast majority of American parents favor broader sex education programs over those that
teach abstinence exclusively. Surveys consistently show that the vast majority of parents of
high school and middle school students believe that sex education should encourage young
people to delay sexual activity and also prepare them to use birth control when they do
become sexually active. Moreover, among the one-third who say that adolescents should be
told “only to have sex when they are married,” an overwhelming majority also say that
schools should teach adolescents how to use condoms and where to get and how to use other
birth control methods.

Research shows that more comprehensive sexuality education can be effective in reducing
teenage pregnancy and promoting healthy behaviors. Meta-evaluations of teenage
pregnancy prevention programs, including those that teach sexuality education, indicate that
programs that discuss both abstinence and contraception can help young people to postpone
sexual intercourse, and to reduce the frequency of sex and increase contraceptive use among
sexually active teens. In contrast, these meta-evaluations conclude that there is no reliable
evidence to date supporting the effectiveness of abstinence-only education.

New research is also beginning to show that abstinence-only education and strategies may
have harmful health consequences for teens by deterring contraceptive use among those who
are sexually active. The one national study available shows that programs that encourage
students to take a virginity pledge promising to abstain from sex until marriage helped delay
the initiation of intercourse in some teens, but teens who broke their pledge were one-third
less likely than non-pledgers to use contraceptives once they became sexually active.
Similarly, sexually active teens who received abstinence-only messages were found to be less
likely to use condoms than those who received safer-sex information designed to reduce the
risk for HIV infection.

Recent declines in teen pregnancy can be attributed to both abstinence and contraception—
but in different proportions. Approximately one-quarter of the decline in teenage pregnancy
in this country between 1988 and 1995 was due to increased abstinence, while approximately
three-quarters of the drop resulted from improved contraceptive use among sexually active
teens. (AGI’s methodology follows the consensus of a group that was convened by the
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National Institute of Child Health and Human Development to examine measurement issues
regarding teen sexual activity and contraceptive use, which included researchers from AGI,
the National Center for Health Statistics, The Urban Institute, Child Trends and the National
Campaign to Prevent Teenage Pregnancy.)

o Clearer messages about the importance of contraceptive use in other Western industrialized
nations contribute to their lower rates of teenage pregnancy. Teenagers in the United States
continue to experience substantially higher pregnancy rates and birthrates than do teens in
other Western industrialized countries. This is not because they have higher rates of sexual
activity but because they are less likely to use any contraceptive method and especially less
likely to use high effective hormonal methods. Moreover, sexuality education and other
communication efforts in these other countries clearly and unambiguously stress the
importance of contraceptive use for sexually active people who are not actively seeking
pregnancy and that childbearing belongs in adulthood.

Based on this information, AGI strongly believes that the restrictive definition of abstinence
education contained in PRWORA and up for reauthorization—which requires the exclusive
promotion of abstinence and which prohibits any discussion of the value of contraception—
ignores what is largely responsible for recent declines in teenage pregnancy, is out of step with
the desires of teachers and parents, prevents states from using federal dollars to implement
sexuality education programs that have been proven to be effective, and may in fact place young
people at risk by denying them the information they need to protect themselves against
unintended pregnancy and sexually transmitted diseases. We therefore urge you instead to
consider funding proven programs that encourage young people to delay sexual activity while
teaching them about the importance and value of contraceptive use for people who are sexually
active.

We hope that this research and analysis will prove useful as the Senate considers the
reauthorization of the section 510 program. Thank you for the opportunity to present this
information and to express our views.

Sincerely,

Cory L. Richards
Senior Vice President
Vice President for Public Policy
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PROFESSOR OF ECONOMICS AND ACTING DIRECTOR OF PUBLIC
POLICY PH.D. PROGRAM
UNIVERSITY OF MASSACHUSETTS BOSTON

ON “WELFARE REFORM REAUTHORIZATION”

SUBMITTED TO THE UNITED STATES SENATE FINANCE COMMITTEE

Hearing on “Welfare Reform Reauthorization”
held on March 12, 2003
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I appreciate the opportunity to be able to testify on Welfare Reform Reauthorization. My
research has focused on the economic status of low-income families for decades. 1 have
published many books, articles, and policy reports on the economic status of poor women
with children in Massachusetts and the nation. I have attached an abbreviated list of
these publications at the end of my testimony.

My own research and that of many other researchers are very clear: Being the primary
breadwinner and primary caretaker are a very difficulty proposition in the United States,
especially when the primary source of income is a low-wage job. Welfare reform has
demanded that poor women both raise their children (without any or much other adults
helping in the household) and become “self-sufficient” from government cash assistance,
by getting paid employment, often without substantial education or training. As has been
the case for over a century in the United States, women without high educational levels
and high caregiving demands mostly find jobs in the retail and service sector. These
jobs are among the lowest paying and least “family-friendly”, having the fewest
employer benefits like vacation time, sick days, or health insurance. Supplemental
supports are helpful, but children get sick, cars break, the school bus doesn’t come, and
informal child care providers sometimes fall through. Any of these events — which are
minor to you and me — can be a crisis if it means missing work. Too many of these not-
$O-Uncommon events can mean losing a job and any of them mean lost income. In
addition, even under the best of economic times work supports like child care and
transportation were insufficient and time limited. For example, the waiting list for
subsidized child care in Massachusetts last year was over 12,000. Now as states face the
most severe fiscal crisis since the 1930s, child care, transportation, health insurance, and
education and training services are being cut. This as the welfare case loads increase.

While there are many aspects of 1996 welfare changes that deserve reconsideration in
light of the realities poor women face in the labor market, in this testimony I would like
to specifically speak to the increased work requirements currently being considered and
proposed by the President and the House of Representatives. It is set at a level that is
unnecessary high and is likely to create even more difficulties for families with children
than they already face. The rationale provided for increased work requirements is that
“work” is good for women and they need it in order to become self-sufficient. Research
convincingly demonstrates that most low-income women who received AFDC (and now
TANF) have had paid employment in the past and often either package cash assistance
with earnings or cycle off and one welfare (e.g. Spalter-Roth et al.1995; Edin and Lein
1997). Then as now, the main issue most low-income mothers face leaving welfare is nor
finding jobs nor their unwillingness to be employed. The main issues are that when they
low-income mothers do have employment it typically does not pay enough to support
their family and the job - even when all the proper supports are in place — is hard to keep
if children’s needs are a priority.

Consider what we already know about those on welfare leaving. There have been many
“leaver” studies, the urban Institute has developed a rich data set on low-income families
(National Survey of American Families), the longitudinal data from the Survey of Income
Participation Program (SIPP) are now available to compare those before and after welfare
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reform, states have administrative data that provide a look at quarterly earnings over
time, and there is the Current Population Survey data. Despite the diversity among the
states in their welfare programs, the findings are remarkably similar.

While there is an almost overwhelming amount of data that support my claims, I want to
concentrate on a few studies that provide good examples of what most of the studies tell
us. First, [ highlight findings from a summary of the “leaver” studies sponsored and paid
for by the federal government through the Office of the Assistant Secretary for Planning
and Evaluation (ASPE) of Health and Human Services compiled by Gregory Acs and
Pamela Loprest (2001). While welfare “leavers” are certainly not the only group affected
by welfare reform, they are the ones that changes were intended to impact.

Acs and Loprest summarize information form 14 leaver studies (some are for states, other
for cities or counties) and state administrative data (UI), they found that while most
people leaving welfare were employed at some point one year after leaving welfare (a
median of 71 percent), the vast majority were not employed all four quarters (the median
was 37 percent). Looking at the mean earnings, they ranged from a low average of
$1,900 to a high of $3,400 in the first quarter of employment, with the median being
$2,700. These figures rise slightly in the fourth quarter of employment, but not enough to
pull a family out of poverty (the lowest average among the states was $2,300, the highest
$3,900 with a median of $2,700). So that while the push toward employment has been
moderately successful, the assurance that employment secures “self-sufficiency” has not
been met.

The data strongly indicate that full-time continuous employment is difficult for poor
mothers to maintain. As a result, their ability to provide enough income for their families
to lift them out of poverty is tenuous as well. One argument about promoting increased
employment is that it will lead to better jobs and wages down the road. Importantly, the
data reveal that more continuous work does not really improve wages much. Acs and
Loprest find, “One might expect that continuous leavers would have higher hourly wage
rates either because they have stronger attachments to the labor force, allowing for wage
advancement, or because higher wages enable them to continue working. Whatever the
reason, mean hourly wages are, in fact, 7 to 23 cents higher for continuous leavers,
median hourly wages are up to 25 cents higher. For a full-time worker, a 25 cent an hour
difference in pay translates into about $43 a month.”

In looking at the barriers to work, the studies that asked about these found that child care,
education and training, and own health were significant problems. The percentage of
study responses finding child care as a barrier ranged from 13 percent to 52 percent (with
a median of 22 percent); for education and training the responses ranged from 3 percent
to 42 percent with a median of 15 percent; and for own health the percentage ranged from
15 to 54 percent with a median of 23 percent. There is no indication that working more
hours would help women on welfare achieve self-sufficiency at all or quicker than they
might otherwise.
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My own research in Massachusetts indicates that despite dramatic decreases in the
welfare roles and unprecedented low unemployment rates, child poverty rates in
Massachusetts increased from 13.2 percent in the period just proceeding welfare reform
to 14.4 percent in the period just after (Friedman et al. 2002). Further, looking at the
bottom quintile of families with children, real financial resources (including EITC, Food
Stamps, TANF, housing assistance, and earnings) fell slightly over the same period -
compared to a hefty increase for most families with children.  Further the composition
of income changed dramatically, with decreases in AFDC/TANF and Food Stamps just
barely offset by increases in earnings and EITC. And while most states have seen
improvements in poverty rates, the ways in which “work first” policies have worked in
Massachusetts during an extraordinary boom may be a precautionary tale. Unfortunately,
the results on the lack of improvement of income levels of the bottom 20 percent of
families with children during the “rising tide” of the 1990s are all too common among the
states. With a recession lingering, the fate of poor families with little safety net is not
promising. Again, given the limited resources states will have to deal with rising
caseloads and reduced services to all families, spending it on increasing work hours with
absolutely no research suggesting this is a proven route off the rolls and out of poverty
seems to be a particularly poor choice,

Finally I call your attention to a recent article that examines households receiving welfare
before and after welfare reform using the SIPP data. Tracking poverty rates of women
who received welfare for two years, Richard Bavier (2002) finds these rates barely differ
from those of women leaving welfare after welfare reform. This is surprising since the
period before welfare reform was not as economically robust as the period immediately
following it. Unless the main goal of welfare reform was to remove people from the rolls
regardless of their well-being once they left, this information certainly questions whether
“new” welfare is an improvement over the “old” one.

The low wages, high turnover rates, lack of improved income, and lack of sufficient child
care, transportation services, and education and training signal that an entirely new
direction is needed. These weak results from 1996 welfare reform suggest that increasing
work requirements, especially without increasing funding for child care, for adults
receiving cash assistance will not improve their short-term or long-term economic
viability. Iurge the committee to look carefully at the evidence we have and make a
decision to address the real issues facing poor single mothers — the need to take care of
their families and be breadwinner at the same time. Improving the conditions of low-
wage work and providing much more extensive caregiving assistance to a large range of
families will do much more to improve the lives of poor families than increased work
requirements.
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ALLIANCE

FOR CHILDREN & FAMILIES

March 20, 2003

Honorable Charles Grassley
Chairman

Finance Committee

U.S. Senate

Washington, DC 20510

Per electronic mail: Editorial

Dear Chairman Grassley,

Please consider this cover letter and the attached documents as our submission for the printed record of the March
12, 2003 hearing held by your Committee on “Welfare Reform: Building on Success.” As you consider S. 5, we
believe it is imperative that you take into consideration the circumstances, successes and setbacks of the individuals
who have had first-hand experiences with the TANF program within the last six years.

As your Committee prepares to review and reauthorize the work requirements and time limit provisions of TANF,
we ask that you consider the recommendations of the Alliance for Children and Families, a national association of
nonprofit, human service organizations that serve almost four million families in over 6,500 communities. Our
research on the experiences of individuals affected by the welfare legislation has been compiled in Faces of
Change: Personal Experiences of Welfare Reform in America. The stories represent families from a broad diversity
of cultural, regional and economic backgrounds who have relied on the public welfare system for support in their
times of crisis.

Please feel free to contact the Alliance for Children and Families and our member agencies all across the nation.
Our website lists our members in every state (www.alliancel.org) and both our Milwaukee headquarters and our
Washington, D.C. policy office can answer your questions about our research and recommendations.

Respectfully,

Carmen Delgado Votaw
Senior Vice President, Public Policy
202-393-3570

Encl. “Alliance for Children and Families’ Recommendations for the Reauthorization of Temporary Assistance
for Needy Families”
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Washington, D.C. Office: 1319 F Street NW, Suite 400 » Washington, D.C. 20004-1106 » (202) 393-3570 » Fax: (202) 393-3571



The Alliance for Children and Families’ Recommendations for the Reauthorization of Temporary Assistance for
Needy Families

The Alliance Responds to Secretary Thompson’s testimony on March 12, 2003 before the Senate Finance Committee

We are pleased to know that the administration plans to maintain the current funding level for TANF at $16.5 billion per year
with an additional $319 million for annual supplemental grants to states as well as the restoration of the policy permitting the
transfer of up to 10% of TANF funds to the Social Services Block Grant from the current 4.25%. However, we vehemently
oppose the proposal to increase the work requirement to 40 hours per week. We ask that you carefully consider the multiple
barriers faced by the recipients of public welfare as they juggle their responsibilities of parenting, working, keeping their
families healthy and safe, and providing food, clothing, shelter and a decent livelihood for their children. Like many of us,
welfare recipients have their own personal challenges which limit their success, including substance abuse, domestic violence,
learning disabilities, short-circuited education training and homes that are many miles from day care and employment sites
without having adequate transportation facilities. Transitional support services that address these challenges merit your support.

The Need for Increased Child Care Funding

We urge you to significantly increase funding for the Child Care Development Fund, recognizing that child care is an essential
work support. Increased funding would enable children in need to receive the quality care they deserve. The Alliance for
Children and Families’ Faces of Change narratives reveal a significant need for subsidized, accessible, child care services.
Without sufficient child care, participant’s employment efforts are undermined, Study participants report facing long waiting
Tists for child care, ranging from months to a year in length, during which time they are forced to find alternative arrangements
that can be costly or unreliable. Some are fortunate to have family members supervise their children when needed.

Every day, 13 million preschoolers—inciuding 6 million infants and toddlers—are in child care. A 2002 study by the
Children’s Defense Fund found that child care for a 4 year old in a child care center averages $4,000 to $6,000 per year in
cities and states around the couniry. Some centers charge more than $10,000 per year, Families with more or younger children
face additional costs. Further, families with special needs children may experience difficalty in Jocating adequate facilities.

The high cost of child care presents a challenge to all families, but is particularly burdensome for Jow income families. These
families must have reliable child care so parents can get and keep the jobs they need to lift them out of poverty. Since the new
welfare system no longer assures them a safety net should they lose their jobs, safe and reliable child care has become
increasingly important to these families well-being.

‘The Alliance for Children and Families further recommends that Congress:

Give states more flexibility to determine what counts as meeting the work requirement, especially allowing full-time college

attendance and permitting recipients to participate in vocational education for up 10 24 months, instead of the current 12 (or

three, as proposed by the Administration)

*  Reinstate benefits for legal immigrants; and

e Ask the states to keep track of their former recipients and provide follow-up job assistance and assessments to ensure that
the workers and their families are on the path to leaving poverty, not just off the welfare rolls;

»  Establish new remporary waivers that “stop the clock™ for recipients who cannot meet work or looking-for-work mandates:

. When chronic physical and mental health conditions of the recipients and their children temporarily prevent
them from working;

. When childcare, domestic violence, housing or transportation emergencies temporarily prevent them from
working:

. When unemployment is high or when available jobs require advanced skills that the welfare recipient has

neither the talents nor training to qualify for these positions.

11700 West Lake Park Drive » Milwaukee, W1 53224-3099 « (414) 359-1040 » (800) 221-3726 « Fax (414} 359-1074
Washington, D.C. Office: 1319 F Sweet NW, Suite 400 « Washington, D.C. 20004-1106 - (202) 393-3570 « Fax: (202) 393-3571
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Statement
Of the
American Federation of State, County and Municipal Employees
For the Hearing Record of the
United States Senate
Finance Committee
On Welfare Reform Reauthorization

March 12, 2003

The American Federation of State, County and Municipal Employees (AFSCME)
represents 1.4 million employees who work for federal, state and local governments,
health care institutions, and nonprofit agencies. We submnit the following statement for
the record of the Senate Finance Committee hearing on “Welfare Reform
Reauthorization.”

AFSCME approaches welfare reform both as a representative of the thousands of
caseworkers who administer Temporary Assistance for Needy Families (TANF)
programs across the country, and as the union representing tens of thousands of other
public and private employees who are also impacted by federal welfare reform policies.
We have a number of serious concerns about the President’s proposal and H.R. 4, which
passed on a largely party-line vote in the House of Representatives last month. We
strongly urge the Senate Finance Committee to engage, as it did last year, in a tripartisan
process and pass a bill that helps welfare recipients enter and succeed in the workplace
and does not harm those currently in the low-wage labor force.

Work requirements proposed by the Administration are unrealistic, unnecessary, and
burdensome on states.

As several Senators noted during the Welfare Reform Reauthorization hearing,
the Administration’s proposed 40 hour per week work requirement would make
unrealistic and unnecessary demands on single mothers receiving TANF assistance. As
Senator Breaux pointed out, the Administration’s proposal would force this requirement
on states that are now free to adopt a 40 hour per week rule if they so choose, though very
few have.

For parents with children under six years old, a 40-hour work requirement would
double the current federal requirement. Many “full time” workers work less than 40
hours per week, and vacation and sick time count towards their full time schedule.
Welfare recipients would have to make up for any time missed due to their ownor a
child’s illness, and would need to travel to and from childcare and to the non-core work
activities that are required for 16 hours per week. This would leave these mothers with
virtually no time to spend time with their children.
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Moreover, welfare offices would have the unwieldy task of generating and
documenting both the 24 hours of “direct work™ and the 16 additional hours of disparate
activities. To ensure that their clients reached the 40 hours per week minimum
requirement, prudent caseworkers would likely schedule additional contingent hours
above 40.

We urge the Senate Finance Committee to retain the 30 hours per week work
requirement and 20 hours for single parents with children under six.

The Administration’s proposed requirement of 24 hours per week in “direct work”
would hamper state flexibility and promote failed workfare programs.

The Administration’s proposal would restrict “direct work” to include
employment, on-the-job training, supervised work experience, and community service.
Given recent Bureau of Labor Statistics data showing that almost every state in the nation
has experienced significant job losses in the past two years, a large portion of adult
welfare recipients will not find unsubsidized employment, forcing states to establish large
unpaid work experience programs. Several Senators at the March 12 hearing rightly
voiced their opposition to this one-size-fits-all approach to welfare to work.

Moreover, many states do not want to redirect their TANF resources into creating
and supervising hundreds of thousands of work slots for people on welfare:

e Vermont: “We would need to expand these opportunities significantly to
meet the proposed work requirements. Providing supervision at a group
work site costs approximately $40,000 ro $45,000.” (NGA and APHSA
Survey of States, April 2002)

o Indiana: “Indiana is a low benefit state . . . [so] community work
experience activities cannot be used to fully replace unsubsidized
employment for many adult recipients without violating the Fair Labor
Standards Act.” (Survey of States)

Indeed, large-scale workfare is a failed welfare-to-work policy that most states
have rejected. A national workfare study found “there is little evidence that unpaid work
experience leads to consistent employment or earnings effects.” (Manpower
Demonstration Research Corporation) New York City, which operated the largest
workfare program in the country, has reduced its program by 50%. In 2001, only 62 of
the 17,718 NYC workfare participants transitioned into regular city jobs.

And, the 24-hour “direct work” requirement would severely curtail the flexibility
states currently have to blend work, education, training and job search to tailor programs
to meet the individual needs of welfare recipients. As Senator Snowe noted at the March
12 hearing, while post-secondary education is “beyond astonishing™ in its effectiveness in
breaking the cycle of poverty, it is unrealistic to expect single mothers to work at least 24
hours a week, attend college, study and care for their children simultaneously. We also
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agree with Senators Jeffords and Rockefeller’s support for state flexibility to invest in
education and training, and allowing more than three months for vocational education.
At least 35 states also support federal policy that broadens, rather than restricts, the range
of countable work activities. (Survey of States)

Large-scale workfare programs promoted by the Administration would displace jobs
for other workers.

The Administration’s welfare reform proposal would place enormous pressure on
public agencies and other employers to replace their current workers with unpaid
workfare workers. When New York City’s workfare program was growing from 1994-
1998, the number of civilian City employees declined by about 15,000, in mostly entry-
level positions. We estimate that the City’s workfare program directly caused the loss of
800 jobs in the Parks and 1,600 in the Human Resources Departments alone. ANYC
community-based organization that surveyed over 600 workfare workers found that 86%
were doing the same work as City employees at their worksites. Five separate lawsuits
have documented job displacement and have caused the City to devote scarce resources
to costly litigation.

A reauthorized TANF bill must strengthen the nondisplacement protections in
current law, even without the added pressures from larger workfare programs. The
Administration’s proposal does nothing to address this critical problem. Without stronger
anti-displacement protections, employees could lose wages and/or hours due to workfare
placements, unfilled job vacancies could be converted into revolving workfare slots, and
enforcement procedures would remain inadequate. In fact, the current TANF law
explicitly states that public agencies may fill vacancies with workfare workers.

Large-scale workfare programs would leave participants unprotected by many of the
laws covering other American workers.

The Administration’s proposal fails to ensure that all workplace laws will apply to
welfare recipients in workfare assignments, thus establishing a vulnerable sub-class of
workers. Although some Administration officials have asserted otherwise, it is at least an
open question as to whether welfare recipients would have to work at sub-minimum
wages in low benefit states because the legislation fails to explicitly reconcile its 24 hours
per week work requirement with minimum wage protections. In addition, the legislation
does not address the fundamental issue of whether workfare participants would have the
same health and safety, civil rights, and other workplace protections that regular
employees have. Indeed, in March 2002, a federal court judge in New York City
dismissed a lawsuit filed by a workfare worker who alleged sexual and racial harassment,
ruling she is not an employee and therefore not entitled to the same workplace
protections.
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Federal childcare spending must be increased to address unmet and growing demand.

At the March 12 hearing, several Senators spoke out against TANF
reauthorization legislation that mandates more than it pays for, especially childcare. In
particular, we agree with Senator Baucus that any additional work requirements will
necessitate significantly more federal financial support to ensure that childcare subsidies
for working low-income families continue.

Nationally, only one in seven eligible children currently receive childcare
subsidies. At the March 12 hearing, Senators Baucus and Bingaman noted that states
have long waiting lists and/or have changed eligibility rules to reduce the number of
eligible children. Even without increased work requirements, an additional $20 billion
would be needed to make a dent in the current unmet need and double the number of low-
income children served. States, in the midst of their worst fiscal crises since World War
11, do not have extra childcare funds to redirect to families struggling to meet additional
work requirements without cutting back on funding to help low-income working families
outside the welfare system.

Research on brain development shows that young children need quality
environments in and out of the home to prepare them to learn, succeed in life, and break
the cycle of poverty. Yet, low-income welfare recipients and working parents often are
forced to leave their children home alone or in other unsafe situations. Working parents
struggling to achieve independence should not have to choose between being good
workers and good parents.

Inadequate childcare, coupled with increased work requirements, would be a
formula for either disaster (for poor kids) or huge increases in state funding for childcare,
or both. The five-year costs of implementing the Administration’s proposed work
requirements are estimated to be as much as $11 billion above what states would
otherwise spend under current law. About half of the projected increased costs would be
needed to pay for subsidized childcare. (Congressional Budget Office/Center for Law and
Social Policy)

A reauthorized TANF program should address the already extreme pressure on TANF
caseworkers due to insufficient training, overwhelming workloads, and escalating
tensions.

TANF staff have not been provided the training needed to be effective
caseworkers. No longer primarily gatekeepers determining eligibility, they now are also
coaches, enforcers and trainers responsible for conducting client assessments, assisting in
job search, identifying barriers to employment, tracking participants’ progress, and
making referrals to related programs and services.

Even though TANF caseloads have declined across the country (although many
states have seen their caseloads increasing in recent months), welfare reform dramatically
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expanded and transformed the work required for each case. A survey found that more
than 90 percent of caseworkers have seen their workloads increase; 53 percent have
increased workloads of more than 40 percent. (“Overworked and Underserved: A Report
on the Status of the Illinois TANF Program for Caseworkers and Clients,” AFSCME
Council 31, 1999) In addition, TANF workers have continued to administer related
programs including Food Stamps, Medicaid, subsidized childcare and child support
enforcement.

Moreover, insufficient training and overwhelming workloads combine to produce
a volatile situation in TANF offices. Caseworkers are pressured to enforce harsh rules.
Anxious clients who have trouble reaching their over-worked caseworkers often perceive
them as mean-spirited and uncaring. Verbal abuse and physical violence have resulted.
In New York City alone, AFSCME members have reported at least 150 violent incidents
in welfare offices between mid-1998 and the present. In January 2002, a Job Opportunity
Specialist was beaten after he told a client that he had to reopen her case before he could
assist her.

States should be allowed to continue their carefully tailored existing waivers.

The current TANF law has allowed states to continue to administer their welfare
programs under waivers granted under the Aid to Families with Dependent Children
(AFDC) program. As was noted by several Senate Finance Committee members, this
policy has been successful and should be continued.

The Senate Finance Committee should reject the Administration’s ill-conceived
“superwaiver’ proposal.

The Administration’s superwaiver proposal would allow an unprecedented shift in
program laws and rule-making from the Congress to governors and the Executive
Branch. Specifically, upon a governor’s request, it would allow federal agencies to waive
nearly all federal laws and rules associated with many low-income programs, including
Food Stamps, the Child Care Development Block Grant, the Workforce Investment Act,
Employment Service, TANF, the Social Services Block Grant, and housing programs. In
practice, Executive Branch agencies could ignore compromises reached with Congress,
instead soliciting superwaiver applications to get through back-door channels what they
could not achieve through the legislative process. States already have broad flexibility
through existing waivers and block grants to shape their programs for low-income
people. Congress should not relinquish its power to legislate.

The federal government should retain its pivotal role in the Food Stamp program.

Congress adopted several changes to the Food Stamp program in last year’s farm
bill. They included restoration of benefits to legal immigrants, quality control system
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reforms, and program simplifications and improvements. Congress also chose to retain
the federally financed entitlement to Food Stamps for all eligible persons. Now, the
Administration supports a provision in the House TANF reauthorization legislation,
which would allow up to five states to convert their Food Stamp programs into a block
grant. States could cut benefits to any group, or impose time limits or sanctions. And,
the block grant would cap funds, which would end the program’s responsiveness to
economic conditions. We urge the Senate Finance Committee to reject this incursion into
guaranteed Food Stamp benefits for all who qualify.

Legal immigrants should qualify for TANF assistance.

The Administration supports retention of the five-year ban on access to TANF
assistance and services for legal immigrants. Fairness requires that immigrant families —
who work and pay taxes — should have access to financial assistance and services when
they fall upon hard times.

Conclusion

At its best, welfare reform has allowed states to test innovative approaches to
helping poor families achieve economic self-sufficiency. As the Senate Finance
Committee addresses TANF reauthorization, AFSCME urges Committee members to
support policies that fix noted problems in the current law, but reject imposing
unnecessary and unreasonable requirements on state TANF programs and the families
they serve.
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To: Chairman Grassley & the Senate Finance Committee
Re: Concerns about HR4

From: Sister Therese Bangert
Welfare Reform Lobbyist
Kansas Catholic Conference
636 Tauromee
Kansas City, Ks. 66101
913-321-9400

I appreciate the ability to address the concerns that the Kansas Catholic
Conference has regarding HR4. Both Catholic Charities and the United
States Conference of Catholic Bishops have expressed their grave
concerns with this bill and its implications for parents struggling to move
from welfare to work. We ask to join their comments.

We have been in ongoing contact with our Kansas Congressional
Delegation. Five specific areas about which we have visited are:

making poverty reduction a goal of welfare reform

maintaining the current 30 hour work requirement

increasing substantially the resources for child care

allowing at least 2 years of education and job training to count as
work requirements

restoring benefits to immigrants

* removing the super-waiver from the bill in order to safeguard
protective provisions in federal regulations from being overruled

We are also in dialogue with the leadership of SRS - Social &
Rehabilitation Services - in the state of Kansas. They have expressed
support for the Welfare Reauthorization Bill passed out of the Senate
Finance Committee last session. We need the leadership of this
committee again. YOU can make a difference in the daily lives of many
parents and their children. PLEASE RESPOND,

PEACE be with YOU!
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Statement of Sonja Fitz
Building Opportunities for Self-Sufficiency (BOSS)
Kittredge St., Ste. E, Berkeley, CA

SUBJECT: TANF Reauthorization

Building Opportunities for Self-Sufficiency (BOSS) is a community-based nonprofit organization
that operates 30 programs in Berkeley, Oakland, and Hayward, California. These programs aid
and change the lives of over 3,000 families and individuals each year. Our mission is to help
homeless, poor, and disabled people achieve health and self-sufficiency, and to fight against the
root causes of poverty and homelessness. (A list of awards recognizing BOSS's track record of
excellence in service delivery, innovation, and achievement is at the end of our statement.)

Established in 1971, BOSS has over three decades of experience developing and operating
successful programs to help our constituency achieve health and self-sufficiency. In particular,
BOSS has focused its work on those families and individuals with the most severe barriers to
self-sufficiency--e.g. mental illness, HIV/AIDS, substance abuse, illiteracy, domestic violence,
lack of job skills or recent work experience, and lack of supportive social networks--who often go
unserved by traditional or mainstream programs.

Following is our assessment of the gaps in the current and proposed TANF legislation, and the
realities of what is needed to move poor people off of welfare and into stable jobs and
self-sufficiency.

Point 1: Clarify the Goal of TANF.

Currently, TANF legislation lists four program purposes: (1) Provide assistance to needy families,
(2) End the dependence of needy families on welfare, (3) Prevent and reduce out-of-wedlock
pregnancies, and (4) Encourage the formation and maintenance of two-parent families. While the
intention of the latter two purposes may ostensibly be to support achievement of the first two,
there is a lack of consensus about the prioritization of family composition vs. a more focused
prioritization of economic security, such as poverty reduction. However, unanimity is present on
the first two goals-provide assistance and end welfare dependency.

For some time now, both public agencies and private service providers who work with welfare
recipients have advocated strongly for the addition of "poverty reduction" as a core goal of
TANF. So the question before you at this time is whether the current stated TANF intention to
"Provide assistance and end dependence on welfare for needy families' is sufficient, or whether it is
necessary to add 'poverty reduction'. BOSS strongly believes the latter.

BOSS supports poverty reduction as a goal for several reasons. First, BOSS believes it is morally
right to provide services that lift people out of poverty, creating hopeful and healthy communities,
rather than merely shift people sideways from one source of poverty-sustaining income to
another. Secondly, it is in America's best interests to develop a skilled and educated workforce
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that is competitive on the world stage, rather than allowing large numbers of people to remain in
low-skilled, poverty-level jobs that reduce America's stature in terms of sustaining an educated
and skilled citizenry.

Thirdly, poverty reduction is critical because it is practical and cost-efficient. Families who remain
in poverty following employment continue to use public resources such as food stamps, public
health care systems, and publicly-funded social services. Thus moving people off of welfare but
neglecting to lift them out of poverty only shifts expenditures from one line item to another in the
federal budget; it does not solve the problem of dependency or make any significant cost
reduction impact.

Point 2: Design the Program to Achieve the Goal.

Once the goal is clarified and agreed upon, program objectives and activities can be more
realistically identified and planned.

Elements of Effective TANF Program Design. BOSS believes that there are 4 core groupings of
activities TANF should fund in order to achieve the desired goal of "poverty reduction (i.e.
reduced dependency on public resources)":

1. Cash assistance: Poor families need cash assistance so parents can care for their children and
meet basic needs while engaged in job search and job preparation. To achieve the desired goal of
TANTF, cash should be available until parents achieve living wage work that supports
self-sufficiency and reduced reliance on public aid. Upon entry to the TANF system, skilled
professional assessments should be conducted to identify individuals who may be unable to
maintain full-time living wage work because of physical or mental health issues. Also at this stage,
all participants should be helped to develop Individualized Service Plans (ISPs) that identify their
unique level of need, service requirements, and initial job goals. Because every family is different,
ISPs are a critically important standard tool used by service providers to help families move from
crisis to self-sufficiency. We work with human beings. A one-size-fits-all approach will not work.

2. Job preparedness: To help those who are able to work to find jobs, a spectrum of services
must be provided, since all individuals are not at the same stage of job readiness. Thus, depending
on the individual, all activities have equal value and should count towards work requirements:
Education (literacy, vocational, higher [college-educated workers have consistently higher
average earnings than other workers]), job training, soft skills training, job market navigation
skills, and instruction on job search and skills upgrading, so that people are able not only to retain
employment but to successfully seek new jobs on their own if they become unemployed.

3. Child care: Most families-and without exception one-parent families-must have child care if
they are able to work. Child care must be high quality, to ensure the children's health, welfare, and
development.
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4. Transitional supports: Finally, need families face several urgent needs in addition to
income-needs that can interfere with successful job preparation, search, and retention if they are
not met-such as food, transportation, health care, and material aid such as work uniforms and
tools.

Problems & Gaps in the Current Legislation. BOSS has concerns and suggestions regarding the
Administration's proposed TANF plan in each of these four activity groupings:

Cash assistance: The block grant amount must be increased. TANF funding has been a fixed sum
since first implemented in 1997. Because funding has not been adjusted for inflation, the real value
of the block grant has declined 13.5%. The Administration's plan adds still no additional dollars to
the reauthorized TANF block grant which will in effect reduce the block grant level by 29% after
five years-despite the fact that demand may grow. Many states have seen slight caseload increases
in recent months, a trend that is likely to continue if the poor economy continues or reoccurs
following a recovery.

This de facto reduction in TANF funding gives states two choices: (1) reduce the number of
people who receive benefits, or (2) reduce the benefit level itself. Neither option is acceptable. If
the level of cash assistance provided is so low that families are unable to meet basic needs with it,
it works against the goal of TANF in that families are compelled-per their very survival-to devote
time and energy to finding food, shelter, health care, and basic amenities rather than engage in
work readiness activities and/or work.

Furthermore, states should be required to remove TANF rules that make it more difficult for
two-parent families to qualify for benefits even though they have similarly low income or earnings
compared with comparably-sized single-parent families.

Finally, BOSS supports restoring benefits to legal immigrants. In 1999, 37% of children of
immigrants lived in families with difficulties affording food, compared with 27% in citizen
families. Legal immigrants work every bit as hard as citizens and do so in low-paid service sectors
that are among the hardest hit by the current economic downturn.

Job preparedness: Work requirements must be highly flexible, to accommodate people's differing
and unpredictable job readiness levels. Currently, there is a 30-hour per week requirement for
recipient families to be engaged in defined work activities (20 hours for single parents with young
children). The Administration's plan increases this number to 40 hours per week, 24 of which
must be in a narrow range of 'on-the-job' activities: unsubsidized employment, work experience,
community service, or on-the-job training. Job search, vocational education, or job skills training
directly related to finding living wage employment in order to care for one's family and remain off
welfare for the lone-term are capped at 16 hours per week regardless of the person's job
readiness, literacy level, education, or skill level in the proposed plan. Arbitrary number targets
are meaningless when dealing with unique individuals with unpredictable patterns of need.
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Essentially, this is the "Work First" approach employed to great fanfare at the initiation of welfare
reform. It behooves us then to example this approach more closely, which has been far less
successful than originally anticipated. A research team at UCLA studied Greater Avenues for
Independence Program, or GAIN, a program which ultimately provided TANF a model for the
Work-First system. The research team found that TANF has created a population of families
living on earnings from the lowest paying jobs that offer no prospect of advancement.

Problems with "Work First' approach: Of all the early welfare-to-work programs, Riverside's
GAIN was remarkable for its focus on job attachment-moving recipients into the job market as
quickly as possible and encouraging recipients to view any job offer as a positive first step.
Families enrolled in the program, which began in 1986, were considered an unprecedented success
in a 1994 study. However, today those participants trail behind families enrolled in other
welfare-to-work programs in every important way, including incomes, employment rates, and
self-sufficiency. The 1994 study evaluated GAIN programs in six counties. Riverside, with its
work-first approach, was the only program that produced significant employment numbers,
placing a high percentage of participants into jobs, increasing earnings, and decreasing welfare
expenditures. The other programs emphasized workforce development and had produced few
positive results by 1994 and had cost more than the current welfare system.

However, in 1998, the UCLA team conducted a study and concluded that over time, early
investments in human capital surpass Riverside's work-first model. In the last 10 years, Riverside
enrollees have remained in the same position they were in in 1988: their incomes have stagnated at
$5-7 per hour and they continue to struggle moving from job to job without a prospect of
advancement. GAIN programs emphasizing education and long-term career development caught
up to, and often surpassed, the Riverside program, recording high employment levels, significant
percentages of advancement, and strong job retention levels. It is now apparent that the work-first
model produces higher rates of employment over a short period of time, leveling off quickly,
while programs emphasizing workforce development tend to prepare a larger number for
long-term self-sufficiency.

Additionally, the Administration's plan requires states to put 70% of their caseload in work (over
200% higher than current levels) or suffer financial consequences. As with any arbitrary percentile
requirement, this restricts the flexibility of states to address the needs of heads-of-family who are
not ready or able to work because of severe barriers. A Utah study of families that left welfare
because they did not follow the rules found that one-third of the parents had health problems that
inhibited their ability to participate in work activities.

States must employ caseworkers who have adequate training to perform assessments that identify
TANF recipients with severe barriers to employment, including low basic education, substance
abuse problems, homelessness, domestic violence, or disability. States should also have the
flexibility to exempt families with severe barriers from TANF time limits, even if the total
exempted exceeds 20% of the caseload. Again, arbitrary percentile targets are meaningless. We
are dealing with human beings whose unique needs may vary by region, year, environmental
issues, and other factors.
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Child care: Additional child care funds must be provided and child care quality must be protected.
The Administration's plan provides not new child care funds for the next five years, despite
increased work requirements, in effect allowing 114,000 fewer children to receive child care
assistance during that period (Children's Defense Fund). Currently, only one in seven children who
are federally eligible for child care assistance receives it.

To help meet the urgent need for child care-which is essential to 1ﬁoving parents into
Jjobs-legislation should allow prior-year TANF funds to be transferred to the Child Care and
Development Block Grant (CCDBG). This is not currently allowable.

In addition, states should ensure that TANF-provided child care assistance is subject to CCDBG
health and safety standards. States should also be required to pay the full market rate for child
care. Nearly half the states set their provider reimbursement rates at levels below the 75th
percentile of base reimbursement rates on outdated market rate surveys (Children's Defense
Fund).

Transitional supports: All necessary support must be provided to help people find and retain jobs
in order to get off welfare and escape poverty-food, transportation, health care, material aid.
Assistance should be provided until workers achieve a wage that facilitates self-sufficiency, or
they will be forced to seek ancillary support elsewhere and cost-reduction is a falsehood.

BOSS intakes approximately 100 new welfare recipients in our employment and training
initiatives each year, all of whom are not job ready upon entry. (We also serve welfare recipients
in our housing and health programs who are not counted in this figure.) On average, they spend
between 10-20 hours per week on job readiness and job search activities in addition to spending
many hours on urgent life needs to care for themselves and their families-health and mental health
care, substance abuse recovery, life skills workshops, housing search, child care, addressing legal
issues, accessing food/meals, and travel/transportation time (participants must seek jobs and
services within a large region). Our overall job placement and retention rate is roughly 55%.
Many participants drop out because they simply become overwhelmed with these ancillary
survival needs, and thus the importance of comprehensive support services to address the
complex and interwoven needs faced by poor people with multiple challenges cannot be
underestimated.

Organizational Awards

Award for Management Excellence, Chevron and The Management Center Community Service
Excellence Award, Interagency Council on Homelessness Award for Excellence, National
Association of Counties John R. May Award, San Francisco Foundation Berkeley Community
Fund Award, Berkeley Community Fund
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Statement Regarding Welfare (TANF) Reauthorization
Submitted to the United States Senate Finance Committee by:
Yonce Shelton, Director of Public Policy, Call to Renewal
March 25, 2003

Mr. Chairman and Members of the Committee,

Call to Renewal is a national network of churches and faith-based organizations that have come
together on the biblical imperative to overcome poverty. Our “Campaign to Overcorme Poverty”
is one of the broadest ecumenical tables in the country for churches involved in anti-poverty
efforts. We work to network churches and faith-based organizations into a movement and
provide a national public policy voice.

We acknowledge that the causes of poverty are complex. They include economic inequality,
lack of opportunity, and institutional racism; as well as irresponsible personal choices and the
breakdown of families and communities. The solutions to overcome poverty are equally
complex. They include employment at a living family income, quality education, safe
neighborhoods, affordable health care and housing, strengthening families, and renewing an ethic
of personal and community responsibility.

After six years, the 1996 Personal Responsibility and Work Opportunity Reconciliation Act has
had an important impact in reducing the number of people on welfare through requiring
employment. A significant number of former welfare recipients are now working. Yet far too
many, especially children, remain in poverty. As the debate regarding reauthorization of TANF
continues, there are several areas where we urge Congress to focus.

Most importantly, we urge a conceptual shift to view TANF and related programs through the
eyes of poverty reduction rather than simply welfare reduction. Too many of those who have
moved to work remain below the poverty line. We believe that people who are responsibly
trying to work should be able to support themselves and their families. The objective for the
next period should focus not only on caseload reduction, but also on reducing the number of
families living in poverty and increasing the number of self-sufficient families.

We strongly urge that an explicit goal of reducing poverty be made part of the legislative
purposes of TANF reauthorization. While there is serious debate and difference about how best
to reduce poverty, a genuine bi-partisan commitment to that goal would significantly help to
reduce the partisanship and offer the hope of finding common ground that puts the interests of
those who are poor foremost in the legislation. The reauthorization priorities should be framed
with this in mind.
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Our specific recommendations toward that objective include:

1. Fund TANF at adequate levels with increases for inflation. The 1996 Act funded annual
block grants to the states at a fixed $16.5 billion per year. It should be obvious that $16.5
billion in 2003 is not what it was in 1996, and certainly not what it will be by 2008.
Although continuing flat funding is actually a significant cut in funding, we recognize the
current fiscal constraints of the federal government. Therefore, we ask simply that
funding for the TANF block grant not be reduced.

2. Increased work supports and outreach efforts. Many of those who have moved from
welfare to work have ended in the lowest paying jobs, often at or near the minimum
wage. Their ability to remain employed and move out of poverty requires several
important work supports.

a. Child Care. Access to safe and affordable child care is one of the major
problems facing low-income workers. To increase the work requirements
and hours at work per week without increasing the availability and
affordability of child care simply will not work. An array of services and
resources should be funded, ranging from improved facilities to better
training for child care workers to an increased capacity for specialized
needs. The ability for states to spend TANF funds directly on child care
should be maintained along with adequately funding the Child Care and
Development Block Grant. Child care funding should, ar a minimum, be
increased to $5.5 billion over the next five years. However, to truly
address the needs of working mothers, funding well above this amount
should be provided. To correct the fact that only 1 in 7 children eligible
for child care currently receive the assistance they deserve requires greater
commitment and investment. Minimum national standards for facilities
and staff should also be established to ensure the health and safety of
children. This is in the best interests of those women who are moving
from welfare to work, but perhaps even more importantly, in the best
interests of their children.

b. Health insurance. While improvements have been made in the past six
years, efforts to increase the number of low-income families with access to
health insurance should be strengthened. Increased outreach to enroll
children in the Children’s Health Insurance Program is essential.
Eligibility standards for Medicaid coverage should be eased, and states
should be encouraged to simplify enrollment procedures.

c. Transportation. Access to adequate transportation between home,
childcare, and work is often a major barrier to employment. States should
be encouraged to use flexibility in developing such programs as
discounted bus fares, loans for car ownership, automobile restoration
programs, and providing special bus service to places of employment.

3. Work Hours. The current 30 hours per week work requirement should be maintained.
Proposals to increase the requirement to 40 hours per week are not realistic. The states
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have stated that an increase in work hours is a requirement they do not want and cannot
handle. Increasing such a requirement would probably force workers into “workfare”
type jobs, which often require workers to take dead-end jobs instead of pursuing
education and training. This approach will not help build the skills necessary to develop
productive members of the labor force and foster stable work patterns.

4. Time limits. While the five-year lifetime assistance limit may have aided in moving
people from welfare to work, the reauthorization process should re-examine it and allow
for greater flexibility by the states.

a. Low-income workers. People who are working in compliance with
program rules while continuing to receive some amount of assistance to
supplement low earnings should not be subject to the time limit.

b. Allow post-secondary education and training and care giving. Efforts to
improve an individual’s employment skills through obtaining education or
vocational training should be permitted to count toward meeting the work
requirement. The “work first” requirement often meant that persons had
to choose between receiving assistance or improving their skills and
employability. Such initiative toward employment should be rewarded
rather than penalized. For people trying to escape poverty, serious efforts
to prepare for work or enhance training and knowledge that can lead to
greater self-sufficiency should be recognized and supported rather than
penalized. We encourage the Committee to consider proposals such as
Maine’s “Parents as Scholars” program supported by Senator Snowe.
This type of effort improves access to formative education, thereby
helping people escape poverty.

c. Waivers in areas of high unemployment. With the economy in recession,
states in fiscal crisis, high rates of unemployment, and uncertainty
regarding how the current war will affect the economy, states should be
required to suspend the practice of limiting benefits when unemployment
reaches a certain threshold. People who have been successfully employed
and are laid off due to economic conditions should not be denied
assistance because of an artificial time limit.

d. Limit sanctions. Sanctions for non-compliance with program rules should
be more carefully monitored by the Department to ensure their fairness.
Sanctioning an entire family, for example, due to the failure of one
member to meet a requirement should not occur.

5. Restore TANF and other benefits to legal immigrants. Immigrants legally in the United
States following the 1996 law are ineligible for most forms of assistance. New
legislation should reinstate eligibility for legal immigrants to major assistance programs,
particularly TANF benefits, food stamps and Medicaid. Many legal immigrants in the
country today work hard and pay taxes, and should be entitled to assistance when in need.
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6. Address barriers to unemployment for those remaining on welfare. Many of those still on
welfare rolls face barriers to employment, including domestic violence, substance abuse,
or mental iliness and disability. States should be required to develop and fund programs
that assist people in overcoming these barriers.

7. Programs to strengthen marriage. Our personal experience and multiple studies indicate
that children raised in single parent households are more likely to be in poverty. The
evidence increasingly shows that one of the most effective ways out of poverty is a stable
marriage. We therefore encourage initiatives to develop programs designed to reduce
single parenthood, promote responsible fatherhood, and strengthen marriage. The pilot
programs being initiated in various states should be carefully examined to assess their
success and the ability to replicate them. We also support the elimination of provisions
that discriminate against married parents through stricter work requirements, exclusion
from some programs, or other means. It is true that healthy marriages are good for
economic stability, and it is also true that economic stability is good for healthy
marriages. We urge the Committee to find ways to do both.

8. Continue and strengthen the charitable choice provision. Call to Renewal has supported
partnerships between faith-based organizations and government in overcoming poverty.

We believe that government at all levels - local, state, and federal - has an important role
in developing, promoting and implementing public policies to reduce poverty. As part of
that role, government and faith-based organizations should develop partnerships that
empower or fund the successful programs of both religious and secular nonprofit
organizations in ways that do not violate the First Amendment. We believe the
“charitable choice” provision in the 1996 law should be maintained, with several
changes.

a. Religious organizations seeking government funding should be required to
establish a separate tax-exempt non-profit organization. In the five years

since the passage of the original charitable choice legislation, Call to
Renewal has advised religious organizations considering applying for
government funding that it would be prudent for them to form a separate
organization. We urge this provision be added in the final version of the
reauthorization legislation.

b. Protect the integrity of religious organizations and the religious freedom of
individuals receiving assistance. Debate in Congress on the President’s
faith-based initiative led to suggested changes in the 1996 provision that
should be adopted here. Individuals seeking assistance must have clear
access to alternative religious or non-religious programs. Programs freely
chosen by individuals using vouchers can include religious activities,
while any religious activities in directly funded programs must be
separately funded and voluntary. Social services and religious activities
must be kept separate, so that public funding is for public purposes.
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In closing, in addition to TANF, we also urge Congress to support working families by:

1. Expanding the Earned Income Tax Credit. The EITC has been one of the most effective
poverty-reduction programs in history by reducing taxes for low-income workers.
Expanding the EITC to provide tax relief for additional low-income families and
increasing the maximum credit a family can receive would assist additional families to
continue moving from poverty to self-sufficiency.

2. Strengthening unemployment insurance. In a time of recession and economic
uncertainty, unemployment assistance should be strengthened to provide benefits to
unemployed workers who are looking for part-time work but who meet all other current
eligibility standards. Eligibility should be based on the most recent work experience of
the unemployed person.

Reducing poverty and promoting individual responsibility for all our people are biblically rooted
and morally compelling goals. We urge the Committee to approach the issue of TANF
reauthorization with that clarity of purpose. We look forward to a continuing dialogue with you,
and stand ready to assist in whatever ways we can. 1 can be reached at 202-328-8745, or at
yshelton@calltorenewal.com
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United States Senate Committee on Finance
March 12, 2003, Welfare Reform: Building on Success
Center for Impact Research Written Statement

The Center for Impact Research is pleased to submit this written statement for inclusion in the
record of the March 12, 2003 Senate Finance Committee hearing on the subject of welfare
reform.

In 2000-2001, the Center for Impact Research (CIR), in collaboration with local and national
organizations interested in the issues facing teen parents, surveyed over 1,500 low-income teen
mothers in Chicago, Boston, and Atlanta to determine why they were or were not receiving
assistance (see CIR’s report, “Knocking on the Door: Barriers to Welfare and Other Assistance
for Teen Parents,” April 2002, available at www.impactresearch.org). The project employed teen
parents to conduct the surveys and found:

1. Teen parents have trouble accessing and keeping TANF benefits.
2. Many teen parents are not staying “on-track” with school.
3. Teen parents are not accessing other assistance programs.

This first point was perhaps the most alarming to us, as exemplified by the following statistics:

e Between 16 and 46% of those not receiving TANF who had tried to apply were “turned
away at the door” —that is, they were told they were ineligible and did not complete
applications.

e Another 12 to 19% completed applications but were never contacted by the TANF agency.

Overall, results indicated that some needy teen parents were not receiving assistance due to a
combination of two main factors: {1) caseworkers not fully familiar with teen parent-specific
TANF policy and {2) teen parents not being allowed time to come into compliance with TANE
requirements.

As a result of the findings from this survey of over 1,500 teen parents, the Center for Impact
Research is advocating for the establishment of a transitional compliance period for teens. This
transitional compliance period will help teen parents obtain assistance in complying with
program rules. CIR recommends that the federal TANF reauthorization efforts include
provisions to:

® Help teen parents meet TANF requirements by providing a transitional compliance period
and by training local TANF office caseworkers as teen specialists;

e Extend the focus on education to older teen parents by not starting the time-limit clock for
teen parents participating in education or training;

® Increase access to TANF and other assistance programs, particularly for needy teen parents,
by requiring state plans to include outreach efforts; and

e Conduct a federally funded study of a representative sample of teen parents (both those
who are receiving TANF benefits and those who are not) to examine a variety of questions
about access and participation in TANF and related assistance programs.
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Center for Public Policy Priorities

March 26, 2003 Senate Finance Committee United States Senate

Subject: TANF Reauthorization
Hearing Date: March 12, 2003

Chairman Grassley and members of the Finance Committee, my name is Patrick Bresette. | am the Associate
Director of the Center for Public Policy Priorities (CPPP) — a non-partisan, non-profit policy research organization
seeking sound solutions to the chalienges faced by low- and moderate-income Texans. Thank you for the
opportunity to offer our comments on the reauthorization of the Temporary Assistance to Needy Families (TANF)
program.

Reauthorization of TANF and Child Care carries serious implications for Texas and the hundreds of thousands of
low-income families who rely on these pragrams. The economic downturn and enormous state budget shortfall
make the outcome of the Congressional debate even more important o both families and state budget writers.
Unemployment rates are climbing; TANF caseloads are creeping upward; and, the state funding crisis threatens
basic support programs and child care assistance. Any significant increase to work requirements will both
exacerbate the state budget problem and force many more TANF mothers into a very difficult labor market with
only fimited child care assistance and few other work supports.

Complying with the new work requirements proposed by the President and the House would be difficuit both for
clients and for program administrators. The 40-hour work week proposed in the House bill is six hours more than
the national average work week for women with young children. It is unlikely that the state could implement the
new requirement without creating a massive new “workiare” program — a significant and costly departure from the
current shori-term job readiness and job search approach.

In addition to the programmatic impact of any reauthorization proposal, the fiscal impact is significant. Texas
currently receives $539 million each year in federal TANF funds and $351 million in federal child care funds.
Uncertainties about future federal funding levels for TANF and Child Care create another challenge for state
budget writers.

If TANF reauthorization comes with no inflation adjustment to the block grant, with supplemental grants frozen
and no additional child care dollars, the effects on an already critical state budget crisis would be substantial. if
reauthorization also adds new work requirements without additional funding to meet them, the resuits could be
devastating 1o all state programs relying on TANF funding, as the state would have fo shift funds to meet the new
mandates.

The Congressional Budget Office estimated that the work provisions of HR 4737, which the President is
promoting, would cost states $11 billion in spending by 2007 (86 billion in employment services, $5 billion in child
care). Estimates by CPPP suggest that the President’s plan would cost the state somewhere between $65 million
and $166 million annually above current allocations for work and child care programs (depending on the design of
caseload reduction or reemployment credits). A recent report by the Texas Legislative Budget Board (LBB)
estimates the fiscal impact of ast year's House-passed bill to be $492.1 miltion over five years ($25.6 million for
Choices employment services and $466.5 million for child care). This cost impact is reduced to $316.1 million
when possible savings in cash assistance (reduced caseload) are factored in.'

"Texas Legistative Budget Board Staff Performance Report. January 2003. pp. 89-100. Available at
www.lbb.state.tx.us/Performance/Reporting/Staff Performance Report 78th 0103.pdf.

900 Lydia Street # Austin, Texas , 78702 o {ph) 512.320.0222 e (fx) 512.320.0227 ¢ www.cppp.org
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fathers who regularly pay child support are more likely to make an emotional commitment
to their children — in other words, the heart follows the money. Effective child support
enforcement is therefore one way to promote responsible father involvement. In addition,
child support agencies can serve as a gateway to responsible fatherhood programs.

Child support agencies across the country have teamed up with community-based
responsible fatherhood programs and corrections officials to work with low-income fathers
— including inmates and ex-offenders - to identify and address barriers to providing
financial and emotional support for their children. In Massachusetts, we find that these
fathers need work supports similar to those that low-income mothers currently receive from
TANF programs — such as job readiness, job search assistance, housing, parent education,
and dealing with substance abuse. Currently, we can order fathers to seek work, but there is
no mandate for workforce development programs to provide services to these noncustodial
parents. When provided, these supports produce results — payment compliance for child
support obligations went from 31% to 46% for all graduates of one Boston responsible
fatherhood program funded by a federal grant. The program was most successful for young
fathers under twenty-five, where payment compliance rose from 11% to 57%.

Just as important, many of these fathers developed loving relationships with their
children. Some have married their child’s mother, and others have assumed custody as both
parents recognized that the father was currently in a better position to care for the child.
Vigilant to detect and address domestic violence, program case managers receive batterer
intervention training, both to identify and effectively respond to symptoms of family abuse,
and to work with fathers who are subject to abuse prevention restraining orders, helping
them recognize that treating their child’s mother with respect is at the core of responsible
fatherhood. Supported by a federal grant, we also work to enforce support safely for
custodial parents with domestic violence issues and to make appropriate referrals to
community based services.

Funded by another federal grant, our caseworkers regularly go to jails and prisons
throughout Massachusetts, where they meet with inmates desiring downward modifications,
to establish paternity, or to manage their arrearages. Federal access and visitation funds
support parent education programs behind the walls, where fathers plan for how to stay
connected with their children while incarcerated and how to reconnect when they are
released. For many of these men, it is first time in years that they have been clean and sober
in a structured environment, giving them the opportunity to reflect on what they can do to
prevent their children from following in their footsteps. Many of them comment with deep
emotion on what father absence has meant in their own lives, and how connection to their
child grounds their commitment not to become repeat offenders.

With 600,000 ex-offenders returning to America’s communities every year — most
of whom are or will be fathers — child support, criminal justice, and workforce development
agencies must pool resources to expand collaborations to reduce recidivism and promote
parental responsibility — both financial and emotional. Because the federal government
provides funding to these programs, Congress should look for ways to continue to support
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Statement of the Center for Women Policy Studies

The Center for Women Policy Studies (CWPS) is pleased to offer the following
comments to the Senate Finance Committee in preparation for reauthorization of the
Temporary Assistance for Needy Families (TANF) program, established by the Personal
Responsibility and Work Opportunity Reconciliation Act of 1996. The Center for
Women Policy Studies urges the Senate to pass a reauthorized TANF that focuses
on poverty reduction as its long term goal. The Center particularly urges the Senate
to follow the lead of 49 states and the District of Columbia and ensure that the
reauthorized TANF statute explicitly allows states to provide access to
postsecondary education for TANF recipients.

The Center for Women Policy Studies is a multiethnic and multicultural feminist policy
research, analysis and advocacy organization which brings women’s diverse voices to
important public policy debates — on women and AIDS, violence against women and
girls, welfare reform, access to health care, educational equity, employers’ work/family
and workplace diversity policies, reproductive rights and health, and many other critical
issues.

The Center for Women Policy Studies has been promoting postsecondary education as
essential to true welfare reform since 1988 — utilizing policy analysis, convenings,
research, and testimony before Congress and the Administration. Since passage of the
Temporary Assistance for Needy Families (TANF) statute in 1996, we have worked closely
with women state legislators who participate in the Center’s Contract with Women of the
USA State Legislators Initiative on TANF implementation in their states. We also have
made presentations to state legislators at National Conference of State Legislatures
(NCSL) and National Black Caucus of State Legislators (NBCSL)) annual meetings and
have prepared materials for state legislators — including a series of State Legislators’
Action Alerts and a detailed analysis of the final TANF regulations (1999b).

During 2002, in partnership with the National Education Association (NEA), the Center
conducted a Congressional Briefing on Postsecondary Education as an Effective
Welfare Reform Strategy, co-hosted by Congresswomen Lynn Woolsey (D-CA) and
Barbara Lee (D-CA), the late Congresswoman Patsy Mink (D-HI), and the late Senator
Paul Wellstone (D-MN). At the briefing, state legislators — Representative Dora Olivo of
Texas, Senator Katherine Wells Wheeler of New Hampshire, and Senator Jeanne Kohl-
Welles of Washington — discussed their efforts to ensure that TANF recipients have
access to postsecondary education in their states.

At the July 2002 annual meeting of the National Conference of State Legislatures
(NCSL), the Center and the National Education Association (NEA) convened a
Legislative Exchange on TANF Implementation at which state legislators discussed
the status of TANF reauthorization in Congress and strategies for ensuring recipients’
access to postsecondary education in their states. In November of 2002, we convened a
legislative exchange on Low Income Women and Postsecondary Education in
Minnesota with legislators and advocates.
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We look forward to working with the Senate Finance Committee on TANF
reauthorization and will be pleased to share with the Committee the research and policy
analyses that the Center, our colleagues in other research institutions, and the state
legislators with whom we work nationwide have conducted.

The Importance of a College Education

Education has always been a hallmark of the American dream. Since the founding of this
nation and its system of public education — which includes public land grant colleges and
universities — a college education has been a traditional route to lasting economic self-
sufficiency and social mobility in the United States. Every president for the last 20 years
has stressed the importance of education for everyone in America.

Yet, our nation has not extended this commitment to educational opportunity to women
recipients of Temporary Assistance for Needy Families (TANF). Indeed, recent federal
policy has placed welfare recipients in a class by themselves -- denied the opportunities
to pursue this traditional avenue of upward mobility. Nonetheless, to succeed in the
workplace of the 21 century, virtually every American will need some postsecondary
education -- which 80 percent of the jobs of the future will require (National Governors
Association, 2001a; US Department of Labor, 1999; see Weisbrot, 1997).

The TANF reauthorization bill passed by the House of Representatives in February, 2003
— the Personal Responsibility, Work and Family Promotion Act - would increase the
work requirement for TANF recipients to 40 hours per week and also would require
states to ensure that 70 percent of their TANF recipients are engaged in work activities —
up from 50 percent in the 1996 law. This bill explicitly excludes postsecondary
education as an allowable work activity, thus eliminating the flexibility afforded states
under the 1996 law and its implementing regulations (Center for Women Policy Studies,
1999b).

The House of Representatives has ignored the pleas of governors and state legislators,
whose reauthorization proposals have urged Congress to retain the state flexibility they
require to meet the needs both of their low income residents and their economy (National
Conference of State Legislatures, 2002; National Governors Association, 2001b). In fact,
the majority of current state TANF programs that allow postsecondary education would
become impossible to implement if the provisions of the House bill become law (Strawn,
2002).

TANF’s much-touted success — defined solely as reductions in the welfare rolls — hides a
tragic reality. Even though states report decreased numbers of TANF recipients, many of
those who left TANF for work are not employed in jobs that will lead to economic
stability for themselves and their families and instead remain in poverty. In fact, a
national study of recipients who left TANF in 1997 and 1999 found that half (52 percent)
of women who left welfare in 1999 remained in poverty. Further, 22 percent of women
who left TANF later returned to cash assistance and the former TANF recipients who
were employed earned a median hourly wage of $7.15 (Loprest, 2001).
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Indeed, the National Conference of State Legislatures found that former TANF recipients
in 18 states earned an average of $7.41 per hour (Jarchow, 2002). Further, studies on the
impact of TANF in the Midwestern states of lllinois, Indiana, Jowa, Michigan,
Minnesota, Ohio and Wisconsin found that former TANF recipients earned poverty
level wages; the income of a woman with one child was slightly above the poverty line,
while the wages of a woman with two children was well below the poverty line (Joyce
Foundation, 2002). Similarly, former TANF recipients in West Virginia earn a median
wage of $5.35 per hour (Dilger, Blakely, Latimer, Locke, Mencken, Plein, Pottter, and
Williams, 2001).

Finally, the emphasis on the decrease in the number of TANF recipients masks the
persistence of former recipients’ unemployment. Indeed, “a little over one third” of
women who left TANF nationwide were employed in all four quarters of their first post-
TANF year (Moffit, 2001, page 2). Between 25 percent and 40 percent of these former
recipients in some parts of the country were not working at all - and up to 18 percent had
not had any work for a year after leaving TANF (Moffitt, 2001), suggesting that
economic downturns are most devastating for those who are least able to survive in the
absence of a social safety net.

In contrast, former TANF recipients with a college education are more likely to stay
employed and are less likely to return to TANF for any length of time (see Smith, Deprez
and Butler, 2002; Martinson and Strawn, 2002; Richardson, 2001). In Oregon, for
instance, former TANF and food stamp recipients who left those programs from 1998 to
2000 with higher levels of education, also had higher rates of employment and lower
rates of poverty (Acker, Morgren, Heath, Barry, Gonzales and Weigt, 2001). Only 52
percent of former TANF recipients with less than a high school diploma were employed
at the end of the two year study, compared to 71 percent of those with a high school
diploma and 74 percent of those with at least some college; nearly all (50 percent) of
former TANF recipients with a bachelor’s degree were employed (Acker, Morgren,
Heath, Barry, Gonzales and Weigt, 2001). Similarly, participants in a pilot program that
allowed TANF recipients to attend Baltimore City Community College in Maryland and
count their attendance as an allowable work activity under TANF were “three times less
likely to return” to the welfare rolls after graduating than were former recipients who had
not participated in the program (Family Welfare Research and Training Group, 2002,
page 26).

Social and Economic Benefits of Postsecondary Education

The success of such massive federal programs as the GI bill and federal student financial
aid demonstrates how well a college education opens the door to economic self-
sufficiency and social mobility. Postsecondary education provides the academic and
vocational skills required for better paying jobs that offer health insurance, paid sick and
annual leave and other benefits, while also leading to careers that will truly lift women
out of poverty and into economic self-sufficiency — as taxpayers, not beneficiaries.
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The importance of postsecondary education in poverty reduction cannot be
overestimated. Among people living below the federal poverty level, only one third (33
percent) have a high school diploma. The great majority have not completed college —
only 9.3 percent of people living in poverty have a college degree (US Department of
Commerce, the Census Bureau, 2001).

Our nation’s community colleges, which traditionally have taken the lead in providing
postsecondary education for low income and “non-traditional” students, have a special
role to play. Completing a two year degree is an especially powerful antidote to

poverty, raising women’s income substantially over their earnings with a high school
diploma (Center for Women Policy Studies, 1998).

Indeed, even one year of postsecondary education makes a difference for women of all
racial and ethnic backgrounds. The poverty rate for African American women with one
year of postsecondary education is 21 percent — less than half of the poverty rate (51
percent) for those who have completed 12 years of school. Among Latinas, the change
is equally dramatic, as poverty rates drop from 41 to 18.6 percent with one year of
postsecondary education. And the poverty rates for white women with one year of
postsecondary education drop from 22 to 13 percent (Census Bureau Population Survey,
as cited in Sherman, 1990).

But women who earn four year college degrees increase their annual incomes most
significantly — a trend that should benefit women moving from poverty and welfare to
upward mobility in the workplace. In 2001, Latinas with bachelor’s degrees earned a
median weekly income of $676, compared to $467 with an associate’s degree and $406
with a high school diploma. African American women with bachelor’s degrees earned
a median weekly income of $692, compared to $502 with an associate’s degree and $395
with a high school diploma. White women with bachelor’s degrees earned $744 weekly,
compared to $579 with an associate’s degree and $453 with a high school diploma (U.S.
Department of Labor, Bureau of Labor Statistics, 2002).

While most available research regarding the beneficial impact of a postsecondary
education does not specifically provide data on welfare recipients (Mayfield, 2001), the
findings of several recent studies are persuasive. For example, former TANF recipients
who had obtained college degrees through the Maine Parents as Scholars (PaS) program
reported earning average hourly wages of $11.71 and many were employed in salaried
positions rather than as hourly workers. Further, 92 percent of the working Parents as
Scholars graduates reported that their employers offered such benefits as health
insurance, paid sick and vacation leave, life insurance, disability insurance, and
compensatory time (Smith, Deprez and Butler, 2002).

TANF recipients enrolled in California community colleges under the state’s
CalWORKS program “increased their annual earnings by 42 percent after being out of
college for one year” (Mathur, Reichle, Wiseley, and Strawn, 2002, page 3). In
Maryland, former TANF recipients who attended Baltimore City Community College
under a pilot project authorized by the state’s Department of Human Resources and
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conducted by the college in cooperation with the Baltimore County Department of Social
Services earned significantly more in the year following the program than did former
recipients who did not attend school ($12,307 compared to $8,438) (Family Welfare
Research and Training Group 2002). A study of 235 TANF recipients who graduated
from East Washington University in Washington in 1994-95 and 1995-96 found that the
“median wage for the graduates was $11.00 per hour” (Karier, 1998, page 3).

Empowering women through postsecondary education has far reaching benefits — and not
all of them are financial. Several studies during the past decade have found that
postsecondary education not only increases women's income and job security, it also
improves their self-esteem, gives them greater self-confidence and feelings of well being,
increases their children’s educational ambitions, enriches their personal and family lives,
and improves their parenting (Gittell, Gross, and Holdaway, 1993; Kates, 1999, 1991a;
Kahn and Polakow, 2000; Center for Women Policy Studies, 2001; Lewis, Schacher, and
Simon, 2002; Smith, Deprez and Butler, 2002).

It is especially significant that a woman’s college success has an enormous and positive
impact on her children - who are more likely to take education seriously and aspire to go
to college themselves (Gittell, Gross, and Holdaway, 1993). In fact, 62 percent of
women on welfare and in college in Illinois said that their children were proud of them
for going to college and 40 percent reported that their children worked harder in school as
aresult (Gittell, Gross, and Holdaway, 1993). Participants in the Maine Parents as
Scholars program reported that their children’s aspirations for themselves rose as a result
of their mothers’ college attendance (Smith, Deprez and Butler, 2002). And
Washington, DC area women saw themselves as role models for their children: “I
actually make it a habit to bring my report card home and to show my kids what I'm
doing. And I said, ‘Now I can do it, and you don’t have all the responsibilities that I
have, I know that you can do it’ ” (Center for Women Policy Studies, 2001, page 6).
Indeed, the benefits of attending college extend to other family members as well, as a
Women in Community Development program participant in Boston reported: “Since 1
started school, my mother and sisters have gone back to school. We keep encouraging
each other to continue. [W]e are raising a generation of children that expect to get a good
education and see the value in that” (Marx, 2002, page 22).

These significant research findings are regularly ignored in the policy arena, despite their
importance in crafting strategies to alleviate “child poverty.” However, it is clear that
reducing children’s poverty on a large scale is virtually impossible without some effort to
lift their parents out of poverty and into secure careers (Savner, Strawn and Greenberg,
2002). It is equally clear that completing a two or four year college degree program is
essential. Indeed, the poverty rates for children whose parents did not attend college, or
attended but did not graduate, increased by more than 75 percent from 1975 to 1997
(Bennett, Li, Song, and Yang, 1999).
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State Leadership in TANF Implementation

In 2002 the Center analyzed TANF implementation statutes and programs in all 50 states
and the District of Columbia to determine the full extent of state leadership in allowing
TANTF recipients to pursue some form of postsecondary education. The study’s most
significant finding is that 49 states and the District of Columbia, with the sole exception
of Oklahoma, allow postsecondary education to count as a work activity under TANF,

The states have adopted a variety of legislative and administrative strategies to allow
access to postsecondary education for TANF recipients — ranging from permitting TANF
recipients to enroll only in short term vocational education programs to supporting
students who want to complete a four year degree program. In addition to rules regarding
the types of postsecondary programs that states will support, states vary in the amount of
time they will allow TANF recipients to participate these programs and many states
require recipients to combine education with other work activities, such as unsubsidized
employment, subsidized private or public sector employment, on-the-job training, job
search and job readiness assistance and community service.

Forty seven states and the District of Columbia count postsecondary education as a
work activity for at least 12 months. Alaska, Florida, Idaho, Indiana, Louisiana,
Michigan, Nevada, North Dakota, Texas, Washington, and West Virginia allow
postsecondary education for up to 12 months. Connecticut only allows postsecondary
education to count as work for six months and Kansas allows postsecondary education
for “less than 12 months.”

Fifteen states count postsecondary education as a work activity for 24 months, including
Arizona, Kentucky, Maryland, Minnesota, Mississippi, Nebraska, New Hampshire,
New Mexico, New York, Ohio, Pennsylvania, Rhode Island, South Dakota, Utah,
and Virginia. Two states allow TANF recipients to participate in postsecondary
education for fewer than 24 months; Tennessee counts postsecondary education as a
work activity for 16 months while Oregon allows 18 months of postsecondary education
and training to count as work.

It is significant, given TANF restrictions proposed by the House of Representatives, that
19 states and the District of Columbia allow postsecondary education to count as a
TANF allowable work activity for longer than 24 months (Alabama, Arkansas,
California, Colerado, Delaware, Georgia, Hawaii, Illinois, Iowa, Maine,
Massachusetts, Missouri, Montana, New Jersey, North Carolina, South Carolina,
Vermont, Wisconsin, and Wyoming).

The majority of states require that TANF recipients’ education be directly linked to
employment and self sufficiency by upgrading their skills for the current job market or
preparing for occupations that are expected to be in demand, for example.
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Several states use state Maintenance of Effort (MOE) funds to provide relatively
supportive environments for TANF recipients who are enrolled in postsecondary
education programs (Maine, Jowa, New Mexico, Vermont, Wyoming, and the District
of Columbia ), States’ reliance on their MOE funds allows them to be more flexible,
permitting recipients to attend college without the limitations of federal TANF work and
time limit requirements. Under TANF, states must spend an amount equal to at least 80
percent (75 percent if the state meets its work participation rate requirement) of the
amount that they spent in fiscal year 1994 on AFDC-related programs (Center for
Women Policy Studies, 1999). The Maine Parents As Scholars (PAS) program has
served as one model for other states to emulate. The drawback, however, is that fewer
recipients can be accommodated with limited MOE funds. As state budgets shrink, the
number of TANF recipients who can go to college will diminish, as states struggle to
support other needs of low-income women.

Several states’ programs include features that can also serve as models for other states.
For example, Georgia’s program will allow TANF recipients to attend graduate school in
rare cases, while Hlinois “stops the clock™ so that TANF recipients who are enrolled in
college are not constrained by time limits. Kentucky’s law requires its Cabinet for
Families and Children to notify and encourage TANF recipients to participate in
postsecondary education.

Colorado, Montana, New York, North Carolina and Ohio have passed along
responsibility for certification of work activities to the county. Similarly, in Florida,
although the state allows TANF recipients to use postsecondary education alone to fulfill
work requirements for up to 12 months, regional workforce boards make the final
determination regarding who will participate in educational activities and the extent to
which the state will provide financial assistance to TANF recipients who are students.

Regardless of the strategies used, most states maintain certain requirements for TANF
students. For example, they must be enrolled in a degree program that leads to
employment, must maintain a certain grade point average, must make “satisfactory
progress” in their degree programs, and complete the program in a specified amount of
time. Also, with the exception of Georgia, states do not allow recipients to enroll in
graduate degree programs.

Now more than ever, policy makers must keep the door open to a college education for
TANF recipients. If our welfare reform goal truly is to reduce women's and children’s
poverty — then we have a proven solution.

The Center for Women Policy Studies strongly urges the Senate to respond to the
leadership shown by the states. The reauthorized TANF program should include
postsecondary education in the list of allowable work activities. In addition, for TANF
recipients enrolled in a postsecondary education program, both their participation in a
campus work study program and a reasonable amount of study time should be classified
as work activities. Finally, federal law should allow states to extend TANF recipients’
time limits if they are participating in a postsecondary education program; states should
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be able to “stop the clock” for TANF recipients to ensure that they do not have their
assistance withdrawn before they can achieve the long-term economic security that
postsecondary education can provide and that welfare reform should encourage.
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Testimony of the Chicago Jobs Council on the Next Stage of Welfare Reform:
Poverty Reduction and Workforce Development

The Chicago Jobs Council (CJC) and its 100+ members; community-based organizations,
advocates, and concerned individuals, work to ensure employment and career advancement
opportunities for people in poverty. We submit this testimony on TANF reauthorization and the
importance of education and skills training to employment and family success.

CJC has a twenty-one year history of advocacy and collaboration with the Mayor’s Office in
Chicago, with Hlinois Departments of Human Services and Employment Security, with
legislators at the state and federal level, and most recently, with partners of the national
Workforce Alliance, to shape policies and programs that promote local labor market employment
for low-income individuals. CJC believes that living wage employment is the quintessential
anti-poverty strategy., The pathway to family-sustaining jobs must be paved with education and
training opportunities throughout one’s lifetime which prepare workers for real employment
opportunities in a changing labor market. When the traditional educational system fails to
engage or prepare young people for careers, particularly in poor communities, or cannot
accommodate the needs of special populations, other avenues to skills development are essential
and must be available.

In 1996 and again in 2002, federal decision-makers purported to be interested in family well-
being and family independence when they passed welfare legislation which tied government
assistance for needy families to work mandates and marriage goals. The success of the new
Temporary Assistance for Needy Families (TANF) program has largely been measured by
caseload reduction and earnings growth among single heads of household. Largely ignored,
however, is the fact that the real wage level of welfare-to-work leavers averages $7.15 per hour!
and rarely includes a full range of benefits. Nonetheless, these earnings often render them
eligible for reduced, or no work supports and add them to the ballooning ranks of the working
poor in this country. Of equal concern is the growing population across states that is neither
working nor on TANF. In Hlinois we have seen this population rise from 17% to 27% in this last
year alone.”

Indeed, there is an urgency to take welfare reform to a next stage. The Bush Administration- and
House Republican-supported legislation, H.R. 4, however, undermines the most effective state
strategies to transition individuals from welfare to work and to keep them working. Moreover,
the legislation ignores the reams of research which identifies the characteristics and needs of the
remaining TANF and low-income population, and the realities of state and local economies. The
Senate must do better and prevail in passage of welfare legislation that ensures basic family well-
being and promotes real employment success. The remainder of our testimony will provide

' Loprest, Pamela. 2002, “Making the Transition from Welfare to Work: Successes but Continuing Concerns”, in
Welfare Reform: The Next Act, Alan Weil and Kenneth Finegold, editors. Washington, D.C.: The Urban Institute.

2 Lewis, Dan A., Amy Bush Stevens, Kristen Shook Slack, Bong Joo Lee, Paul Kieppner, James Lewis, Stephanie
Riger, and Robert Goerge. 2002. Welfare Reform in lilinois: Is the Moderate Approach Working? 1llinois Families
Study, Second Annual Report. University Consortium on Welfare Reform. May.
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details on the TANF population’s workforce potential, the importance and benefit of education
and skills training, and the misguided mandate for a 40 hour work requirement.

Disadvantaged Workers and the Labor Market

The Aspen Institute reports that the projected growth of the native-born workforce over the next
20 years will be zero percent. Additionally, the projected gains of workers with post-high school
education over the next 20 years will be 4% compared to the previous growth level of 19% for
the last 20 years.” Understanding these trends is essential to recognizing how we can have a
skilled worker shortage at the same time as severe unemployment rates of 6.5% in the United
States and 7.1 % in Illinois.” Despite the strong economy of the previous decade and Illinois’
commitment to a “work first” TANF program and work incentives like child care and an
earnings disregard program, Illinois’s welfare reform study, the Ilinois Families Study, reveals
that the number of individuals working peaked at 33% in the fourth quarter of 2000.° In our
state, nearly 1.3 million individuals and 244,000 families live below the poverty level.® At the
same time, nearly 75% of surveyed employers from across the country reported severe
conditions when trying to hire qualified job applicants.” Eighty percent of manufacturers
reported a moderate-to-serious shortage of qualified applicants.”

Researchers Julie Strawn and Karin Martinson contend that those who remain on TANF, those
who leave TANF without finding employment, and those who leave TANF and return to the rolls
have low education and skill levels.” In fact, research conducted by the Center for the Study of
Adult Learning and Literacy revealed that 76% of TANF recipients tested in the lowest two
levels of literacy and 35% scored in the lowest level.!” The authors of the United States
Department of Health and Human Services 2001 report Indicators of Welfare Dependence write,

* The Aspen Institute Domestic Strategy Group. 2002. Grow Faster Together. Or Grow Slowly Apart: How Will
America Work in the 21" Century?

* HHlinois Department of Employment Security statistic, January 2003.
* Lewis et al. 2002.
® United States Bureau of the Census. Census 2000.

7 Center for Workforce Preparation of the U.S. Chamber of Commerce. 2002. “Keeping Competitive: Hiring,
Training and Retaining Qualified Workers in 2002.” March.

8 Center for Workforce Success of the National Association of Manufacturers® Manufacturing Institute and
Anderson Consulting. 2001. The Skills Gap 2001. May.

¢ Martinson, Karin, and Julie Strawn. 2002. “Built to Last: Why Skills Matter for Long-Run Success in Welfare
Reform.” Washington, D.C.: Center for Law and Social Policy and the National Council of State Directors of Adult
Education. May.

10 Levenson, Alec R., Elaine Reardon, and Stefanie R. Schmidt. 1999. “Welfare, Jobs and Basic Skills: The
Employment Prospects of Welfare Recipients in the Most Populous U.S. Counties.” NCSALL Reports #10B.
Boston: National Center for the Study of Adult Learning and Literacy. April.
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“individuals with less than a high school education have the lowest amount of human capital and

il

are at the greatest risk of becoming poor, despite their work effort.

Welfare research attests to welfare recipients’ desire to work. It’s skills that are needed. Inthe
midst of a stalled economy and in the face of increasing competency levels demanded by vital
employers in local and national economies, it falls to policy-makers to craft legislation that
prepares TANF recipients to join the skilled workforce and ensures work supports like child
care, transportation, medical insurance, and affordable housing to guarantee family and job
stability. House Resolution 4 ignores the research and the recommendations of groups like the
Welfare to Work Partnership, the National Governors’ Association, the Workforce Alliance, and
the Chicago Jobs Council when it promotes higher participation rates, narrower definitions of
work activity, arbitrary restrictions on education and training, and the continuing exclusion of
immigrants from TANF services.

The Senate TANF bill must;
v' encourage a ““mixed strategy” approach to family independence that combines
education and work,
v" include a broad definition of allowable work activities to satisfy work requirements
and prepare all job-seekers to meet local labor demands, and
v' invest substantially in work supports to realize lasting family and program success.

Skills Training Does Work

The Workforce Alliance recently published Skills Training Works: Examining the Evidence.
This document challenges interpretations of the research frequently used to defend a work first
(and only) policy and discusses research policy-makers may also find informative. Authors of
this report contend that a more comprehensive look at existing research, including the three
government-sponsored studies often cited, show that: 1) training programs serving low-income
adults document earnings impacts of 10 to 156% beyond what similar job seekers gained without
training or with job search services only, 2) low-income participants in skills training programs
are more likely to access jobs with greater employer-provided benefits than non-participants, and
3) those who graduate from training programs work more regularly than they did prior to
training, and more consistently than those who do not receive nraining.12 In fact, 60 % of the
California Greater Avenues to Independence (GAIN) evaluation participants from its most
successful site, Riverside County, received education and training prior to entering the labor
market.”® And the most successful site in the National Evaluation of Welfare-to-Work Strategies
(NEWWS) study, Portland JOBS, engaged almost half of their participants in education and

YU, 8. Department of Health and Human Services. 2001, Indicators of Welfare Dependence: Annual Report to
Congress. CIC underline.

12 Smith, Whitney, Jenny Wittner, Robin Spence, and Andy Van Kleunen, 2002. Skills Training Works: Examining
the Evidence. The Workforce Alliance. September.

2 fbid.
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training activities achieving significant acquisition rates of trade licenses or certificates, and
post-secondary education credentials in addition to GED attainment.'*

Communities with a vision for their workforce and commitment to the most disadvantaged job
seekers have developed other successful education and training programs. Research on
transitional jobs programs, which combine support, work, and vocational training and target
hard-to-place populations, show strong results. Eighty-one to 94 percent of program completers
have been placed in unsubsidized jobs."”” And “bridge” programs, like those at Chicago’s
Westside Technological Institute and the Instituto del Progreso Latino, create education and
training pathways linking individuals with low literacy or English proficiency to basic skills,
vocational training and advanced certification programs.

Education and skills training is a proven anti-poverty strategy. Recently, the U. S. Census
Bureau reported that every level of educational attainment produces earnings gains of $2000 to
$45,000 dollars."”  Additionally, research demonstrates that “the higher a family’s income, the
better children will do on ability measures and achievement scores and the more likely they are
to finish high school.”'® Even if our only interest is reducing family dependence on government
assistance, we are frugal to make education and skills training available to TANF recipients. But
if we keenly understand that job skills are essential to family well-being and community
economies then a commitment to policies that provide opportunities and resources for education
and skills training is wise, far-sighted, and financially responsible. With increases in
participation rates and work hours, even narrower restrictions on allowable work activities, and
unrealistic limits on education and skills training H. R. 4 forces states to dismantle welfare-to-
work strategies of greatest impact.

The Senate TANF bill must:
v' eliminate arbitrary time limits on education and training activities,
v' eliminate the 30% cap on the number of recipients engaged in education and skills
training,

'* Hamilton, Gayle, Stephen Freedman, Lisa Gennetian, Charles Michalopoutos, Johanna Walter, Diana Adams-
Ciardullo, Anna Gassman-Pines. 2001. National Evaluation of Welfare-to-Work Strategies. Washington, D.C.
Manpower Demonstration Resource Corporation for the U. S. Department of Health and Human Services and the U.
S. Department of Education.

'3 Hill, Heather, Gretchen Kirby, and LaDonna Pavetti. 2001. “Transitional Jobs Programs: Stepping Stones to
Unsubsidized Employment.” Mathematica Policy Research, Inc,

' Braza, Mark. 2001. “Employment Outcomes of Chicago Manufacturing Technology Bridge Graduates.”
Submitted to the Great Cities Institute, University of Illinois, Chicagoe. January.

'7 Day, Jennifer Cheeseman and Eric C. Newburger. 2002. “The Big Payoff: Educational Attainment and Synthetic
Estimates of Work-Life Earnings.” Current Population Reports. U. S. Census Bureau. July.

'8 Lyter, Deanna. 2002, citing Mary C. Corcoran, 1995, “Rags to Riches: Poverty and Mobility in the United States.”
Annual Review of Sociology 21:237-267 and Greg 1. Duncan, W. Jean Yeung, Jeanne Brooks-Gunn, and Judith R.
Smith, 1998. “How Much Does Childhood Poverty Affect the Life Chances of Children?” American Sociological
Review 63 (June): 406-423. “Bducation and Job Training Build Strong Families.” IWPR Publication #B238.
Institute for Women's Policy Research, April.
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v' allow a broad range of education and skills training to count as work activities, and

v offer incentives and rewards to states which develop transitional jobs programs and
skills training for low-income job seekers targeted to labor market needs and
higher wage placements.

Misguided Mandates

The Center for Law and Social Policy has determined that 40 states currently allow
postsecondary training ot education services that would not be countable under the
Administration-driven House bill."? Additionally, it is expected that states will have to cut these
most innovative and effective services and redirect resources to create and monitor ten additional
hours of activity for the 52% of TANF recipients who were engaged in work-related activities
that would not meet the new federal threshold.® The increased work requirement, in addition to
higher participation rates, place families with significant barriers to work far down the priority
list for state services and render them targets of diversion, sanction, termination, and destitution.
A study of TANF applicants in Iilinois revealed that 35% of those who could not comply with
work requirements were not working, not living with an employed adult, and not receiving
TANF benefits.” These are families that need our services and our commitment most.

The Bush Administration has tried to project flexibility and an awareness of the need for barrier
remediation with allowances of 16 hours per week for other activities and a 3month time frame
for job-related education and training. The Chicago Jobs Council completed a simple analysis of
Workforce Investment Act (WIA) certified training programs in three Illinois cities: Dixon,
Aurora, and Chicago, to shed some light on the misconceptions upon which these mandates are
built. Welfare recipients and other low-income job seekers in these Illinois cities cannot readily
get the education and training they need in hours outside the proposed 24 hours of priority work
activity or within a 3 month time frame recommended by the House bill. Our findings show:

1) Few 3-month (or less) training programs are available.

In Dixon only 14% of the training programs available can be completed in three months or less.
In Aurora, a mere 5.7% can be completed in 3 months or less. In Chicago less than half (49.3%)
can be completed within that time frame. It is important to note that those that require less than
three months to complete are often one-week courses that will not provide adequate training
leading toward family-sustaining employment.

2) Even fewer training programs are accessible to low-skilled TANF recipients.
Of 120 WIA-certified training programs in Aurora and Dixon, none will accept a welfare
recipient with a 6" grade proficiency level in reading. In Chicago, only 9% of training programs

' Center for Law and Social Policy. 2002, “Forty States Likely to Cut Access to Postsecondary Training or
Education Under House-Passed Bill.” Washington, D.C. June.

* The National Governors Association and the American Public Human Services Association, 2002 Welfare
Reform Reauthorization: State Impact of Proposed Changes in Work Requirements, April 2002 Survey Results.
Washington, D.C. April.

2 Maximus, Inc. 2002, lllinois TANF Applicant Study. Reston, VA. Prepared for the State of lllinois Department of
Human Services. May.
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will accept someone with a 6" grade proficiency level in reading, and only 33% will accept
someone with 9 grade reading ability. As previously stated, three, or even six months, of
remedial education will not be all that is needed for low-skilled TANF recipients to secure and
advance in employment.

3) Low-wage jobs don’t accommodate education/training schedules,

Most training programs in Dixon and Aurora offer part-time study options. In Chicago,
however, nearly half (40%) of training programs do not offer part-time hours. It is important to
note that working welfare recipients are most often employed in low-wage service industry jobs
that do not offer consistent hours or the flexibility required to engage in a defined part-time
training program. Service industry employees are increasingly dependent on a schedule that may
change weekly, both in days worked and the number and sequence of hours employers demand
for round-the-clock, peak season, profit-making operations.”? While many low-income workers
would be interested in combining work and training in order to make a better life for their
families, it is not always possible to do so.

U. S. Department of Health and Human Services Secretary Tommy Thompson testified before
this committee that the next phase of welfare reform must “help more welfare recipients achieve
independence through work, promote strong families, empower States to seek new and
imaginative solutions to help welfare recipients achieve independence, and show compassion to
those in need.”” H. R. 4’s mandates for more work hours, arbitrary restrictions on education and
skills training, and unrealistic and uninformed work/advancement/parenting expectations for
low-skilled job seekers jeopardize the successes of states and welfare reform, and deny poor
families access to living-wage work and greater family well-being.

The Senate TANF bill must:

v maintain current work hour requirements,

v include a broad definition of allowable work activities to satisfy work requirements
and prepare all job-seekers to meet local labor demands,

v’ encourage a “mixed strategy” approach to family independence that combines
education and work,

v eliminate arbitrary time limits and the cap on education and training activities,

v offer incentives and rewards to states which develop transitional jobs programs,
“bridge” programs, and skills training for low-income job seekers targeted to labor
market needs and higher wage placements, and

¥" invest substantially in work supports (child care, transportation, medical insurance,
food stamps, affordable housing) to realize lasting family and program success.

2 Lambert, Susan, Waxman, E, Haley-Lock, A. 2002. “Against the Odds: A Study of Instability in Lower-Skilled
Jobs.” Working Paper of the Project on he Public Economy of Work. University of Chicago. January.

 Thompson, Tommy. 2003. Statement before the Committee on Finance, United States Senate, by Tommy
Thompson, Secretary, Department of Health and Human Services, on “Welfare Reform: Building on Success.”
March.
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Thank you for the opportunity to submit testimony on behalf of the Children’s Defense
Fund concerning the reauthorization of Temporary Assistance for Needy Families and the Child
Care and Development Block Grant. The mission of the Children's Defense Fund is to Leave No
Child Behind® and to ensure every child a Healthy Start, a Head Start, a Fair Start, a Safe Start,
and a Moral Start in life and successful passage to adulthood with the help of caring families and
communities.

Many poor families with children have made progress in the years since Temporary
Assistance for Needy Families began. A vibrant economy, increased incentives to work
including expansions of the Earned Income Tax Credit and more low-cost child care, and
TANF’s emphasis on job placement all played a role in encouraging work among parents.

Single mothers made substantial gains: from 1995 to 2001, the number of jobless single mothers
declined by nearly a million (971,000), or an annual rate of 162,000 a year.

Now, a worsening economy has interrupted this hard-won progress. From FY 2001 to
FY 2002, instead of a further reduction in joblessness, the number of single mothers without
work climbed by 181,000.

The aspirations of low-income parents to give their children a better life are now on a
collision course with a number of factors beyond their control. While some parents get pink
slips, others are prevented from working because of the erosion in federal and state funding for
child care assistance and other work supports. The Bush administration’s own budget documents
acknowledge that 200,000 fewer children will receive child care assistance over 5 years because
of the shrinking value of the Child Care and Development Block Grant (CCDBG).

Moreover, when low-income families lose jobs, increasingly they are not able to get cash
assistance. For example, more families are exhausting their time-limited TANF benefits even as
the economy is providing fewer jobs. Further, restrictive unemployment insurance policies mean
that many former TANF recipients who have worked and lost jobs will not be able to claim
unemployment compensation. TANF is often truly their last hope against eviction,
homelessness, and hunger.

Reduced TANF caseloads are only good news for children when parents can work and
escape poverty. The large increase in families with neither welfare nor work and the rising
number of extremely poor children (described below) warn us that we must make TANF more
responsive to bad times.

It should be a top priority for this nation to help struggling parents to work and lift their children
out of poverty. Instead, irresponsible tax and budget cut proposals before Congress leave
millions of children but no millionaire behind. The $726 billion tax cut plan included in the
House Budget Resolution would hand an average of $90,000 each to millionaires in this year
alone, paid for in part by billions of dollars in cuts to TANF, Medicaid, child care, nutrition
programs, and other services essential to low-income children. Even though the Senate's tax cut
is lower, any inequitable cuts are reckless. We urge members of the Senate Finance Committee
to make clear that they will vote against any Budget Resolution conference report that contains
tax and budget cuts, and to continue to reject such cuts during your deliberations throughout the
year.
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Reauthorization of TANF should help families and states find their way through this
perilous landscape. The House of Representatives approach to TANF and child care instead
makes things worse, and should be rejected in the Senate.

The House has passed a Budget Resolution that calls for across-the-board cuts in
mandatory programs vital to poor families with children, including TANF, child care,
Medicaid/CHIP, food stamps and other child nutrition programs, and the Earned Income and
Child Tax Credits. Over 10 years, these cuts add up to nearly $160 billion. The projected TANF
cuts are $8.1 billion; the Child Care and Development Block Grant is reduced by $1.3 billion.

These cuts are outrageous. They break the promise made to states, as well as to families
with children, that although the federal government would no longer make an open-ended
commitment to fund cash assistance, it would not renege on the limited funding provided
through TANF and the Child Care and Development Block Grant.

These cuts are made despite increased work requirements in the House TANF
reauthorization bill (H.R. 4) that the Congressional Budget Office says would cost between $8 -
$11 billion. They are made despite the increasing rounds of state budget cuts. They would
undermine the federal government’s most basic protections for children’s health, safety, and
development. They are made in order to stem the deficits caused by $1.4 trillion in tax cuts that
overwhelmingly favor the rich.

The Senate must reject these reductions in child care, TANF, and other essential services,
and must reject the tax cuts that will now or in the future force cutbacks in these services.

The need for child care and TANF services is growing. Parents cannot go to work
each day without safe, reliable care for their children. Studies have repeatedly shown that child
care problems can cause parents to miss work or lose their jobs. Child care assistance is integral
to any effort to move families from welfare to work and to help low-income parents stay
employed. Single mothers of young children are 40 percent more likely to still be employed after
two years if they receive help paying for child care, according to an analysis of data from the late
1990s. Former welfare recipients with young children are 82 percent more likely to still be
employed after two years if they receive help. In addition, mothers with a high school degree or
less are just as likely as mothers with some college education to experience an increase in length
of employment if they receive child care assistance.

The need for child care help is growing as more families go to work. Since the passage of
the 1996 welfare law, employment among low-income single mothers with young children grew
from 44 percent in 1996 to 55 percent in 1999. The proportion of welfare recipients who are
combining work and welfare has increased markedly as well—from 11 percent in 1996 to 33
percent in 2000. In addition, states now engage a far larger proportion of non-working recipients
in welfare-to-work activities. Single parents and families in which both parents’ incomes are
necessary to make ends meet have no choice but to work so they can support themselves and
their children. These families need quality child care in order to go to work and help their
children enter school ready to succeed.
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Yet many families cannot get the help they need. Approximately 16 million children
under 13 living in low-income working families may need child care assistance, but the families
of only 2.2 million children now have help paying for child care through the Child Care and
Development Block Grant. This represents only one of seven children eligible for child care
assistance under federal law. In many states, access to help continues to be extremely restricted.
More than one-third of the states place eligible families on waiting lists for help or do not allow
eligible families to even apply for assistance. In more than a quarter of the states, a family of
three earning just $25,000 a year does not qualify for any assistance. This includes four states,
Alabama, Missouri, Nebraska, and New Mexico, where a family of three earning $20,000 a year
would not be qualify for assistance. Families with such low earnings cannot afford the high cost
of care on their own. Full-day care in a center can easily cost $4,000 to $10,000 per year—at
least as much as college tuition at a public university.

In the most recent year of reported federal TANF spending, states spent $2 billion more
than they received from the annual federal block grant. They did so because they were drawing
upoun unspent federal dollars from prior years — a pool of funds that will not last much longer,
especially if Congress allows it to be spent on services as well as assistance. The Children’s
Defense Fund supports this expansion, but recognizes that it will hasten the shortage of funds.
As states have moved to transform their welfare programs from primarily cash assistance to an
emphasis on work supports, spending on basic cash assistance declined from 78 percent of
federal TANF spending in FY 1997 to 32 percent in FY 2001. Child care and work-related
activities in FY 2001 were about a quarter of federal TANF expenditures, up from 4 percent in
FY 1997. One of the most important advances under TANF is that states now use these funds to
support families in their efforts to stay at work without receiving cash assistance. Although the
cash assistance caseload has been cut in half, TANF funds are being used for child care,
transportation, diversion payments, and other services that help stabilize work for low-income
families that have left TANF for employment.

If states have already been spending at a rate greater than the fixed annual block grant,
the combination of even modest caseload increases, state fiscal hardships and inflation mean that
TANTF funding must begin to rise if it is to accomplish its mission of helping families to work
and improving the well-being of their children. The $8.1 billion 10-year reduction in TANF
called for by the House Budget Resolution is unconscionable. We calculate that in the year it
would take maximum effect, the cutback would cost 40 states the equivalent of one-third or more
of their most recently reported federal TANF expenditures on work-related activities. Poor
children and their families are depending on the Senate to insist that there are no cuts to TANF,
child care, nutrition programs, Medicaid, and other vital services for low-income Americans in
the final Budget Resolution.

As states struggle to close budget gaps, funding for child care, early education, and
school-age programs is being cut. In 2002, at least 13 states, including Alabama, Arizona,
Maine, Massachusetts, Michigan, Mississippi, Missouri, Nebraska, North Carolina, North
Dakota, Oklahoma, Oregon, and Utah, reported decreased state investments in their child care
assistance programs. A number of these cuts were quite large:

= Alabama reduced its investments by $4 million;
*  Michigan cut programs by $36.2 million; and
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= North Carolina cut programs by $27.3 million.

* At least seven states—Alabama, Indiana, Kansas, Mississippi, Oklahoma, Utah, and
Wyoming—reported that they were not able to provide the state matching funds required to
draw down all federal CCDBG funds, leaving thousands of families without access to help.
Alabama left $17 million in federal child care dollars; Mississippi left $11.2 million.

Even states that did not make cuts in 2002 in child care and early education programs
face a bleak outlook in budgets proposed or implemented for 2003 and 2004:

=  Recent cuts in Ohio will mean that 18,500 children will lose their child care assistance by
September 2003 to help the state save $268 million during the 2004 to 2005 biennium.

» In Connecticut, the proposed budget for the next three years would cut $40 million from
child care assistance programs; 30,000 children will lose the help they currently receive.

* In Maryland, the fiscal year 2004 budget proposes a 23 percent reduction in child care
services funding. Funding for child care assistance to low-income families would be reduced
from $134 million to $109 million. As of January 15, 2003, only families who are or have
been on welfare within the past year will be able to receive assistance.

*  Massachusetts recently made cuts to the current year budget for social service and education
programs, including a $3.1 million reduction in contracts for child care for low-income
families and a $10 million cut to the School Readiness program. The state is also reducing
the amount available for Early Literacy grants by $11.8 million.

Some states are reducing the amount of Temporary Assistance for Needy Families
(TANF) funds used for child care. These funds had enabled states to significantly increase their
investments in child care, early education, and school-age care over the last five years as states
transferred TANF dollars to the CCDBG or used unspent TANF funds from prior years to
support child care programs. When state use of TANF funds for child care began to slow in
2001, the trend ended. These “reserves™ have been exhausted or nearly exhausted in most states
and, thus, are no longer available to augment child care funding. In fiscal years 2001 and 2002,
states collectively spent about $2 billion more in federal TANF funds than they received.
Twenty-three states have insufficient reserves to maintain the fiscal year 2001 program level
through fiscal year 2003. Without additional funds, nearly half the states would likely need to
scale back TANF-funded child care programs by fiscal year 2003. Some states reduced these
expenditures in 2002.

s Twelve states, including Alabama, Arizona, Georgia, Hlinois, Indiana, Iowa, Louisiana,
Michigan, Minnesota, Oklahoma, Tennessee, and Texas, reported that they decreased the
amount of funds they transferred from TANF to the CCDBG.

= Eight states, including Arizona, Arkansas, California, Indiana, Louisiana, Maryland, Nevada,
and North Dakota, reported decreases in the amount of TANF direct funds used for child
care.

Low-income working families bear the burden of state budget cuts as states limit
eligibility for child care assistance, cut reimbursement rates to child care providers, raise parent
copayments, and reduce investments in health and safety.

Texas clearly illustrates the impact of the budget crises on low-income working families.
The state’s two-year budget, passed in 2001, failed to provide a sufficient funding increase to
maintain even the current level of child care support for low-income working families—nearly
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30,000 eligible children are on the waiting list for help. In order to meet its strict welfare work
requirements in fiscal year 2003, Texas will devote a larger proportion of its funds to serving
families trying to move from welfare to work, which will mean less help is available for low-
income families working to stay off welfare. At least 6,000 fewer children in low-income, non-
welfare families are expected to receive child care assistance in fiscal year 2003, as compared to
fiscal year 2001.

In fact, most state child care programs could not serve all the families who needed help
before the current budget crises. More than one-third of the states have waiting lists for child
care assistance; many lists have tens of thousands of children. Over 200,000 eligible children are
on the waiting list in California, more than 48,000 children in Florida, more than 22,000 families
in Georgia, 12,000 children in Indiana, and 17,000 children in Massachusetts, Connecticut has
not been able to help any new eligible low-income working families since July 2002 and in
August created a waiting list for these families that has grown to over 5,000 families. The
District of Columbia and Tennessee—each with existing waiting lists—stopped taking new
applications for assistance from some eligible families.

A number of states have reduced their child care income cutoffs, so fewer families are
eligible for help. In 2001, no state set its income eligibility at or below 100 percent of the federal
poverty level; in 2002, New Mexico limited help to families at or below poverty. In 2001, seven
states limited assistance to families at or below 150 percent of poverty. In 2002, there were 11
states with income eligibility at this low level.

Families who are unable to get help end up making enormous financial sacrifices,
choosing between paying the rent and paying for child care, and worrying all day at work about
their children’s care. Some may have no choice but to turn to welfare. However, time limits on
welfare assistance will mean that some families will have nowhere to turn.

= In Maryland, as of January 15, 2003, only families who are or have been on welfare within
the past year are able to receive assistance. All other eligible families will be placed on the
waiting list, which had 966 families as of early March, 2003.

*  Kansas lowered its eligibility for assistance from 185 percent of the federal poverty level
($27,787 for a family of three) to 150 percent ($22,530 for a family of three) effective
February 1, 2003. More than 2,000 children are expected to lose child care assistance.

= Cuts in Ohio will mean that 18,500 children will lose their child care assistance by
September. On April 1, the state will decrease income eligibility from 185 percent of the
federal poverty level to 150 percent. Families who are currently receiving help but have
income above 150 percent of poverty will lose their assistance the next time their eligibility
is redetermined. An additional proposal will eliminate 4,000 slots in Head Start.

= Effective July 1, 2002, Nebraska reduced its income cutoff for child care help to low-income
working families from 185 percent of the federal poverty level ($27,787 for a family of three)
to 120 percent (318,024 for a family of three), unless they have received cash welfare
assistance in the past 24 months. Families transitioning from welfare will continue to be
eligible until they earn up to 185 percent of poverty. However, low-income working families
with incomes above 120 percent of poverty who are not transitioning from welfare who are
currently receiving help will lose their subsidies. More than 2,000 families have lost child
care assistance as a result of this change.
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* Thousands of low-income Colorado families may lose child care help due to state budget
shortfalls and increasing demand for TANF assistance. Rules vary by county, but some
counties in crisis already have lowered income eligibility requirements or frozen enrollment.
Jefferson County (one of the state’s largest counties) went from helping families up to 185
percent of the federal poverty level to only helping those earning up to 150 percent of
poverty, to finally setting the cutoff at 130 percent of poverty ($19,526 for a family of three).

Why increased work hours set back the goal of helping families to secure real jobs.
In FY 2000, 10 states were awarded TANF high performance bonuses for the best ratings in
helping families to achieve “Success in the Workforce” (a combined score based on the numbers
who retained jobs over three quarters and the earnings gains over a similar period). None of
these states were engaging TANF work participants in as many as 40 hours of activities per week
in FY 2001. In 7 out of the 10 states, average weekly participation was 30 or fewer hours per
week. The work hours were not substantially different for the worst performing states on this
combined measure. This evidence of states’ experience with job retention and earnings gains
does not provide any support for adding work hours. Similarly, the welfare-to-work programs
with the best track records for placing parents in jobs with earnings and income gains did not
require 40 hours of participation.

If despite this evidence Congress requires 40 hours, states will be placed in an untenable
situation, in turn forcing families into an even worse one. According to the National Governors’
Association, only 9 percent of state caseloads are currently engaged in 40 hours of activities that
count towards the federal work requirement. In order to avoid penalties, states will inevitably
turn to the adults now participating (43 percent of the caseload in FY 2001 were meeting the
federal work participation rules, with an average of 29.7 hours of weekly activities) and add on
more hours.

What will parents do for these additional hours? That isn’t known, but more hours of
wage-paying employment are not likely.

= First, jobs are more scarce now.

= Second, all mothers with young children (not just those who are or have been receiving
TANF benefits) tend to work between 30 and 34 hours per week. It is not realistic to think
that parents receiving TANF will be likely to achieve longer work hours.

= Third, if they were to become employed for 40 hours, very few would continue to qualify for
TANF benefits. H.R. 4 offers no credit for any period of time to states that succeed in
moving families from welfare to full-time work.

To get to 40 hours, states will most likely require families already working to fill in the
remaining time with unpaid activities. States will have no additional funds to pay for these
activities, and will have to struggle to fund the additional child care needed. This does not make
it likely that the extra hours will be filled with useful preparation for job advancement.

Making families jurap through these new hoops will cause added unnecessary stress on
parent and child. Forty hours of activities means more hours of travel, to and from each separate
activity and usually to and from the child care site. Again, there is no funding to pay for the
increased hours or the transportation costs, and an inadequate increase in child care funds in H.R.
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4. In fact, as we have noted, the House cuts TANF and would most likely reduce the small child
care increase through across-the-board cuts.

But if the goal is to increase the number of families that move into employment, the 40-
hour requirement is actually counter-productive. States will put all their efforts into bumping up
the hours of those already working, and will have no resources or incentive to work with parents
who are participating little if at all. These are the families with extra problems such as a child’s
or adult’s disability, substance abuse, crises of domestic violence or homelessness, or very low
skills or literacy. For many of these families, 40 hours of activities may be simply impossible.
Mothers who must regularly take their children from school to medical appointments or
emergency rooms and who cannot find child care facilities able to perform the skilled nursing
role that the parent of a chronically ill child must adopt cannot be engaged in work or other
activities for 40 hours. Similarly, families recovering from crises of violence or homelessness
can move into the workforce, but will often be unable to clock such a high nuraber of hours. The
40-hour requirement will cause states to require their participation with little consideration of
their limits and needs. Families will be unable to comply, and will lose assistance even though
they are not likely to succeed at work without supports. If states can meet the work requirement
at all, it will be because troubled families drop off the caseload while others who were already
making progress are laden down with more hours.

Pushing troubled families off assistance: dangerous consequences for children.
Even under the current program rules, families with the barriers to employment described above
have too often been unable to comply and have lost assistance. There is evidence that families
who leave TANF involuntarily have less education and more disability than other recipients.
States like Tennessee, operating under a waiver that ought to be extended, protect such families
by identifying their problems before terminating benefits and developing a compliance plan so
they can continue receiving help while working to overcome their obstacles to employment. But
the help that Tennessee offers is far too infrequently available across the nation. When troubled
families are pushed off TANF, they are often added to the growing number of families with no
welfare and no work. In the last decade, this number has doubled, from 886,000 in 1990 to 1.76
million in 2001. The pace of this trend has greatly accelerated. According to calculations by the
Children’s Defense Fund, in just the one year from 2000 to 2001, the number of families with
neither welfare nor work increased by 28 percent (from 1.38 million to 1.76 million). These are
the families with children left behind.

What this means is that this nation is permitting a growing proportion of poor children to
fall into much deeper poverty than before. Looking at children in poor families (and accounting
for the value of food and housing benefits and taxes), CDF calculates that the proportion living
below half the poverty line (less than about $7,000 for a family of three) reached 30 percent in
2001. In the half dozen years before the welfare law this proportion hovered between 20 and 24
percent.

A large body of research has documented that poor children are more likely to suffer
from health and developmental problems and to fall behind in school than non-poor children, and
the deeper into poverty children fall, the worse their changes for a successful future. There is
also a growing research consensus that, for children, the most successful approaches to welfare
reform are those that take specific aim at reducing the extent and severity of poverty. According
to researchers J. Lawrence Aber of Columbia University and and Sara S. McLanahan of
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Princeton, these approaches “not only reduce welfare dependency, but also increase employment,
improve family incomes and enhance children’s development.” Recently, Aber and McLanahan
distributed an open letter signed by 50 leading experts on children’s issues and welfare reform.

However, the experts’ letter warns, not every approach to welfare reform is good for
children. Simply increasing work requirements without taking significantly stronger steps to help
working families is unlikely to help, and could hurt. “The bad news is that one approach —
embodied in the recently passed House plan — proposes new work participation requirements but
provides no significant increases in the work or child care supports needed,” Aber and
McLanahan summarize. “Based on past research, these scholars judge that such an approach is
more likely to harm children than to help them.™

Instead, the Senate Finance Committee should in its TANF reauthorization encourage the
welfare-to-work approaches supported by the research evidence. A comprehensive set of
proposals to improve TANF and child care policies are included in Senator Dodd’s Act to Leave
No Child Behind (S. 448). The following selected recommendations both build upon what
works and redirect TANF so that it can respond better to the worsening economy:

Avoid proposals that squander limited resources and do not provide effective preparation
or support for employment by

*  Rejecting increases in the hours of weekly work required beyond the current 30: The
proposal to require 40 hours of work activities per week will force states to create make-work
assignments that are costly and ineffective as preparation for real jobs. This approach is
especially wrong-headed when states are beginning to run out of federal TANF funds and
have large deficits in their state budgets.

= Allowing states to get credit for placing parents in real jobs: A primary purpose of
TANF is to help families move from welfare to work. While the caseload reduction credit is
flawed in rewarding states when families leave TANF whether they find work or not, an
employment credit would provide the right kind of incentive for states. Increased
participation rates that do not count families that leave TANF for work, job search, or
activities that prepare parents for employment are particularly unsuited to a time of economic
downturn.

Help low-income parents get — and keep — stable, permanent jobs, by

= Increasing child care assistance: The Child Care and Development Block Grant should be
increased by $11.25 billion over 5 years so that both families leaving TANF and low-income
working families can receive the help they need to be independent and to ensure their
children safe and supportive child care settings.

» [Increasing skills: When jobs are not plentiful, it is especially appropriate to invest in
education and training so parents can compete for better jobs less subject to lay-off during
economic downturns. Vocational and post-secondary education should count towards
fulfilling the core TANF work requirement.

" J. Lawrence Aber, Director, National Center for Children in Poverty, Columbia University and Sara S.
McLanahan, Director, Center on Research on Child Well-Being, Princeton University, in a letter to members of the
Senate Finance Committee forwarding an “Open Letter from Researchers on Welfare Reform and Child Well-
Being” from 50 leading scholars, March 11, 2003.
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Overcoming severe barriers to employment: TANF can be improved by requiring an
individualized plan to address barriers to employment such as disability, very low skills, or
domestic violence, and by giving credit to families when they carry out activities in the plan.
Providing transitional jobs and wage supplements: Especially when jobs are scarce,
Congress should add funds for states that wish to create short-term transitional jobs. States
that have tried this approach have found they are much more effective than unpaid work
assignments in leading to permanent employment. Congress should allow states to offer
supplements to low wages without the months in which this aid is provided counting towards
the time limit.

Help children to rise out of poverty by

Offering incentives to states to allow families to keep the child support that is paid on
their behalf: The poverty rate for custodial families who receive all the child support they
are owed is 15.2 percent; compared with the 37.5 percent poverty rate for families that do not
receive any of the support they are due. The Senate should adopt the child support
distribution improvements included in last year’s Senate Finance Committee TANF
legislation and also in Senator Snowe’s Child Support Distribution Act of 2003 (8. 669).
Restoring TANF to legal immigrants: More than one-fifth of all poor children in America
live in immigrant families. Poor children of immigrants are more likely to live in families
having trouble affording food or housing compared to children of non-immigrants. TANF
restoration would prevent destitution among families struggling to work but hit by rising
unemployment.

Providing funding for states to develop anti-poverty strategies: A reauthorized TANF
should include funding in addition to the block grant to allow states to test various income-
raising approaches, such as wage supplements, programs for non-custodial parents, etc.
Helping families to receive the benefits for which they are eligible: Modest grant funds,
as included in last year’s Senate Finance Committee bill and Senator Rockefeller's S. 367
could enable states to streamline eligibility procedures to make it easier for eligible families
to receive food stamps, Medicaid/CHIP, or other benefits. Congress should reject proposals
by the Bush Administration to require more documentation for families applying for free or
reduced price school lunches or filing for the Earned Income Tax Credit.

Temporary Assistance for Needy Families and the Child Care and Development Block

Grant should be reauthorized with the funds and flexibility needed to help families and states
cope with today’s economic realities. We must prevent children from being harmed when their
parents are unable to find work, but we should do more — with quality child care, supplements to
low wages, and preparation so parents can get jobs with above-poverty pay, we can provide the
supports that improve children’s lives. Investing in these supports is the right priority for
America. Freezing or cutting assistance for low-income families with children while slashing
taxes by hundreds of billions of dollars for the rich is a dangerous misuse of our resources.
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Fig.1. The level of need has begun to rise sharply
Average annual change in nurrber of non-erployed single mothers,
1995 t0 2001 and FY2001 to FY2002
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Data for 1995 10 2001 are for calendar years. Data for 2001 10 2002 are for fiscal years (Qctober through Septertber) because 2002 calendar
year data are not yet avallable. Source: US. Department of Labor. Calculations by Children's Defense Fund.
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Fig.2. No Work, No Welfare
Number of poor children in female-headed famities
with no one employed and no AFDC/TANF income during the year
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Source: Children's Defense Fund tabulations of the March Current Population Survey. Note: break in the line for the year 2000 indicates that data
for 2000 to 2001 are not strictly comparable with earlier years due to the expansion of the March CPS sample.
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The Consortium for Citizens with Disabilities (CCD) is a coalition of approximately 100
national consumer, advocacy, provider and professional organizations headquartered in
Washington, DC. 'We work together to advocate for national public policy

that ensures the self determination, independence, empowerment, integration and
inclusion of children and adults with disabilities in all aspects of society. The CCD
advocates on behalf of people of all ages with physical and mental disabilities and their
families through organized Task Forces on such issues as housing, health care, education,
and welfare reform. The CCD TANF Task Force seeks to ensure that families that
include persons with disabilities are afforded equal opportunities and appropriate
accommodations under the Temporary Assistance for Needy Families block grant.

We believe that many individuals with disabilities receiving TANF, or those parents
caring for a child with a disability, can successfully move from welfare to work if the
appropriate supports and policies are in place. In a report issued earlier this month, the
National Council on Disability stated:

"Every American should have the opportunity to participate fully in society and engage
in productive work. Unfortunately, millions of Americans with disabilities are locked out
of the workplace because they are denied the tools and access necessary for success.’
President George W. Bush, New Freedom Initiative at p. 18, (Feb. 2001),
www.whitehouse.gov/news/freedominitiative/freedominitiative.html. For many people
with disabilities, TANF, if appropriately designed, could provide the tools and access
needed to unlock doors to opportunity, productivity, and economic self-sufficiency."”

We agree with their findings and start from the premise that all people with disabilities
must have the opportunity to maximize their potential — including to be able to work —
and that it is the legal obligation of the government — federal, state and local — to
ensure that people with disabilities have equal and meaningful access to all programs
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receiving federal funds. This is the promise of the Americans with Disabilities Act and
Section 504 of the Rehabilitation Act of 1973, both of which Congress specifically
incorporated into the TANF statute in 1996 at Section 408(c), 42 U.S.C. §608(c).

It is still common for policymakers not to realize that many people with disabilities are in
the families being served by TANF programs. Early in the process of welfare reform, the
thinking among many state level policymakers was, if the person was really disabled then
she would be receiving Supplemental Security Income (SSI). And, for some parents and
children on TANF, it is true that they should be receiving SSI and may need their state’s
help in securing these benefits. But, there are many individuals with major physical or
mental impairments that do not meet the legal definition of disability as set forth in the
Social Security Act, but whose impairments impede their ability to work. The studies
now show that many parents on TANF have disabilities and other health conditions that
inhibit their ability to work, but who with appropriate supports and services, could be
working. The General Accounting Office found that 44 percent of parents receiving
TANF had at least one physical or mental health impairment, three times higher than the
rate of such impairments among adults not receivin% TANF benefits.” This confirmed
carlier findings from the Urban Institute and others.”

The studies show that parents on TANF have mental impairments such as severe
depression, general anxiety disorder, post-traumatic stress disorder, brain injury, learning
disabilities, and mental retardation, as well as physical impairments. These impairments
can make it difficult for a parent to work or to understand and comply with state rules.
Many families have multiple barriers to work, one or more of which is a disability or
health condition.* In many instances, parents would like to work but will need intensive
supports and services if they are to succeed. Some examples of these supports include
training and education designed to take into account the person’s disability, counseling,
substance abuse treatment, on-the-job supports, child care and transportation. For some,
full-time work may be the long-term goal, but there will need to be numerous smaller
steps taken over time before such a goal can be reached. For others, part-time work in a
supportive setting may be the ultimate goal.

There also are children with disabilities in TANF families. The General Accounting
Office reports that fifteen percent of families on TANF include a child with a disability;
and eight percent of families on TANF include both a child and an adult with a disability.
In contrast, only 3% of children in the general population have a disability and 1% of the
families include both a child and an adult with a disability.” The Manpower
Demonstration Research Corporation (MDRC), studying TANF recipient families in four
urban counties — Los Angeles, CA, Philadelphia, PA, Miami-Dade, FL, and Cuyahoga
County, OH (Cleveland) — found that one-fourth of non-employed mothers receiving
TANTF had a child with an illness or disability that limited the mothers’ ability to work or
atrend school.®

The success of welfare reform over the past five years as it applies to people with
disabilities is mixed. Some parents with disabilities are now working, but many others
have been inappropriately sanctioned and lost TANF or have not received the services



223

and supports they will need — often on a long-term basis — in order to take the steps that
will ultimately allow them to work or achieve a greater degree of independence. Even
among those who are working, we are concerned that some may be struggling to hang on
to jobs and need additional supports and services to succeed. We were very pleased when
the Office for Civil Rights at HHS issued guidance to states and counties explaining how
the ADA and Section 504 apply in the TANF program.” This important step has helped
to alert states and counties to their obligations to assist people with disabilities and to
focus their attention on the types of policy changes that will be needed to ensure that
people with disabilities are fully protected and served in their programs.

There is evidence that some states are taking positive steps to assist people with
disabilities in their TANF programs — and some of this evidence pre-dates the OCR
guidance. A number of states, including Iowa, Utah, Tennessee, Vermont, and some
counties in Colorado, have developed partnerships to address the needs of individuals
with disabilities and help move them from welfare to work. Such partnerships often
include TANF agencies, vocational rehabilitation, workforce investment, and local
business and community groups. These efforts, however, require a great amount of
flexibility in developing the programs that help individuals with disabilities achieve self-
sufficiency. However, the research reflects that most of these efforts are still very much
in their infancy and unfortunately, parents with disabilities and parents caring for children
with disabilities continue to be at a disadvantage in most state TANF programs. We
know, for example, that significant numbers of parents with disabilities are among those
who have been sanctioned off of state TANF programs — often because their disability
prevented them from complying. MDRC found that, “[wlelfare recipients with multipie
health problems and with certain health problems (notably, physical abuse, risk of
depression, having a chronically ill or disabled child) were more likely than other
recipients to have been sanctioned in the prior year.” And, among those who had left
welfare, “{wlelfare leavers with multiple health problems were more likely than other
women who had left welfare to say that they had been terminated by the welfare agency
rather than that they left on their own accord.”

We also know of numerous disturbing examples of families with a member with
disabilities where the system has failed them —as well as some for whom the system has
worked. Consider, for example, these two parents’ stories, included by the Colorado
Governogr’s Task Force on Welfare Reform in their report, Moving Forward with Welfare
Reform:

Client A:

“A client was tested and had an IQ of 67. She was sent to Vocational Rehab and then
instructed to seek work. She received child care for two occasions and then was
sanctioned in Colorado Works. Her family became homeless in November 1998 and the
children were placed in foster care in December 1998.”
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Client B:

“A client has an IQ of 67 and is a victim of domestic violence. There is suspicion of
brain damage as a result of abuse. She cannot communicate well, she is conscientious
but has few skills. She has an anxiety disorder which cannot be treated because of her
heart problem. She sees a physician weekly to manage blood thinning

medications. She had surgery for a valve replacement one year ago. She was assigned
t